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Introduction 

Looking for engaging content for your economics courses? The Institute for 
Humane Studies has curated this collection of educational resources to help 
economics professors enrich their curriculum. Find videos, interactive 
games, reading lists, and more on everything from opportunity costs to 
trade policy. This collection is updated frequently with new content, so 
watch this space! 
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economics professors enrich their curriculum. Find videos, interactive 
games, reading lists, and more on everything from opportunity costs to 
trade policy. This collection is updated frequently with new content, so 
watch this space! 


Table of Contents 


1. Behavioral Economics 
1. How and Why the Economy Works in 3 Minutes 


2. How Do Heuristics Help Distinguish Good Choices From Bad? 


3. Why Do We Make Bad Choices? 
4. Should Someone Nudge You Into Making A Decision? 


5. What You Need to Know About Public Choice 


2. Bitcoin 


1. Introduction to Bitcoin 


2. What is Cryptocurrency? 

3. What is Bitcoin? 

4. How Do You Get Bitcoin? 

5. Making Payments with Bitcoin 

7. Is Bitcoin Money? 

8. Why Should I Care About Bitcoin? 
9. Commodity Money or Fiat Money? 
10. Why_Is Bitcoin Valuable? 


11. The Supply of Bitcoin 


12. Why Does the Value Fluctuate? 

13. Central Banking Explained 

14. Is Bitcoin the Future of Money? 

15. Is Bitcoin Better than Other Money? 
16. Switching Costs and Bitcoin 

17. Network Effects and Bitcoin 


18. Regulations, Bans, and Bitcoin 


19. Bitcoins vs. Altcoins 
20. The Future of Bitcoin and the Blockchain 


21. Conclusion 


3. Business Cycles Explained 

1. Introduction to Competing Theories 

2. Keynesian Theory. 

3. Sticky Wages & Prices 

4. Real Business Cycle Theory 

5. Austrian Theory. 

6. Interest Rates in Austrian Theory 

7. Austrian Theory of the Business Cycle 
8. Monetarist Theory. 


9. Explaining the Great Recession 


4. Common Sense Economics Study Guide 


1. Part One: Twelve Key Elements of Economics 

1. Incentives Matter 

2. There Is No Such Thing As A Free Lunch 

3. Decisions Are Made At The Margin 

4. Trade Promotes Economic Progress 

5. Transaction Costs Are An Obstacle To Trade 


6. Prices Bring The Choices Of Buyers And Sellers Into Balance 


7. Profits Direct Businesses To Increase The Value Of Resources 


9. Production Of Goods And Services People Value Raises Living 
Standards 


10. Economic Progress Comes Through Trade, Investment, and Sound 
Economic Institutions 


11. Market Prices Direct Buyers And Sellers Toward The General Welfare 
12. Secondary Effects Are Often Ignored 


13. Discussion Questions 


5. Economic Intervention 


1. Interventionism: An Economic Analysis by Ludwig von Mises 


2. The Road to Serfdom: Condensed Edition by F.A. Hayek 


1. Summary 

2. Planning and Power 

3. Background to Danger 

4. The Liberal Way_of Planning 
5. The Great Utopia 

6. Why the Worst Get on Top 


7. Planning vs. the Rule of Law 


8. Is Planning ‘Inevitable’? 
9. Can Planning Free Us from Care? 
10. Two Kinds of Security 


11. Toward a Better World 


6. Economics in One Lesson by Henry Hazlitt 


1. Economics in One Lesson by Henry Hazlitt 


7. Entrepreneurship 


1. Entrepreneurship and the Market Process with Israel Kirzner 


8. Federal Deficits and the National Debt 


1. How Big Is the US Debt?: Virtual Reality Experience 

2. What If the National Debt Were Your Debt? 

3. Will Taxing the Rich Fix the Deficit? 

4. Are the Greeks Villains if They Default on Their National Debt? 


5. Ten Myths About Government Debt 


9. Foundational Concepts in Economics 


1. Introduction 


2. Subjective Value and Gains from Trade 


4. Thinking at the Margin 


5. Division of Labor and Comparative Advantage 

6. Demand 

7. Supply, 

8. Price Determination: Demand and Supply Together 
9. Prices Communicate Dispersed Knowledge 

10. The Problem with Price Controls 


11. Profit and Loss Guide Entrepreneurial Discovery 


12. Free Market Incentives Foster Service to Others 


13. The Importance of Economic Liberty 


14. Further Reading 


10. Market Failures 

1. Externalities: When Is a Potato Chip Not Just a Potato Chip? 
2. Negative Externalities and the Coase Theorem 

3. Tragedy_of the Commons 


4. Capitalism and Political Economy: Market Failure- Information, 
Monopoly, and Rent-Seeking 


11. Poverty and Economic Inequality 


1 


Z 


. Can We End Poverty Overnight? 


. Five Inequality Myths 


. Is There Too Much Inequality in America?: A Debate 


. The Conquest of Poverty by Henry Hazlitt 


. Does Inequality Matter: Exploring Poverty and Finding a Way Out 


. Introduction to Income Inequality 


. Thinking of Income Mobility 


. Fuzzy_Snapshots 


. Does It Matter? 

. Does It Matter? - More Thoughts 
. We Can Help 

. Designing Policies 


. Conclusion 


12. Prices 


i; 


What Do Prices "Know" That You Don't? 


2. Coordination Through Prices 


3. Everything Has its Price (And That's A Good Thing): Spontaneous Order 
and the Price System 


4. The Laws of Supply & Demand: A Haiku 


5. What If There Were No Prices?: A Railroad Thought Experiment 


Cost 


7.1, Pencil by Leonard E. Read 


13. Profit and Loss 


1. Profit, Loss, and Discovery: A Lecture 


14. Public Choice Economics 
1. Public Choice Theory: Why Government Often Fails 
2. Public Choice: Why Politicians Don't Cut Spending 


3. Public Choice Economics with Ivan Pongracic 


15. Taxes 


1. The Great American Taxing Game 


16. The Economics of Love and Dating 


1. Some Economic Definitions 
2. Should You Go Out This Friday Night? 
3. How To Navigate the Dance Floor 


4. If You're Going to Vegas, Be a Woman 


5. Why Do People Date? 

7. When to Break Up 

8. When to Ask Someone Out 

9. When Safe Sex Isn't So Safe 

10. Be a Scarce Commodity 

11. My Love Does Cost a Thing 

12. Beauty_Is in the Eye of the Beholder 


13. Conclusion 


17. Theories of Value 
1. Can You Sell Something For More Than It's Worth? 
2. Subjective vs. Objective Value: The Economist and the Philosopher 


3. Introducing the Labor Theory 


18. Trade 


. Why Do We Exchange Things? 


. Specialization and Trade: Because We Can't Be Good At Everything 


. Globalization and Protectionism 


. Free Trade vs. Protectionism 

. Income Inequality and the Effects of Globalization 

. Trade Policy_in the Trump Era: A Debate 

. Foreigners Are Our Friends: Free Trade and Open Borders 


. Should We Restrict Immigration or Let the Free Market in Labor Work? 


How and Why the Economy Works in 3 Minutes 

At some point in our distant past, a human who had food met another who 
had a spear. The two exchanged, and departed better off than when they 
met. Simple as it sounds, a highly evolved version of this concept is the 
reason we have planes, computers, and the internet today. Professor 
Anthony Davies of Duquesne University and Erika Davies of George 
Mason University explain. 
https://www.youtube.com/embed/qilvMdKk8-NO 


"Behavioral Economics, Ep. 1: How and 
Why the Economy Works in 3 Minutes" by 
the Institute for Humane Studies 


Description 

At some point in our distant past, a human who had food met another who 
had a spear. The two exchanged, and departed better off than when they 
met. Simple as it sounds, a highly evolved version of this concept is the 
reason we have planes, computers, and the internet today. Professor 
Anthony Davies of Duquesne University and Erika Davies of George 
Mason University explain. 

Exercise: 


Problem: Humans are highly predictable when 
a. they behave rationally. 
b. they behave irrationally. 


c. they behave individually. 
d. they behave in groups. 


Solution: 


d. they behave in groups. 


How Do Heuristics Help Distinguish Good Choices From Bad? 

Why do we eventually stop searching for soulmates... or even shoes? How 
is it possible to make a rational purchase decision without seeing all the 
possible options? Professor Antony Davies and Erika Davies of George 
Mason University explain that humans have evolved low cost shortcuts, or 
heuristics, for increasing the odds of finding the better options. 


"Behavioral Economics, Ep. 2: How Do 
Heuristics Help Distinguish Bad Choices 
From The Good?" by the Institute for 
Humane Studies 


Description 

Why do we eventually stop searching for soulmates... or even shoes? How 
is it possible to make a rational purchase decision without seeing all the 
possible options? Professor Antony Davies and Erika Davies of George 
Mason University explain that humans have evolved low cost shortcuts, or 
heuristics, for increasing the odds of finding the better options. 

Exercise: 


Problem: 


When the act of making a choice is costly, we use which of the 
following to help make decisions? 


a. Heuristics. 

b. Rational calculation. 
c. Social proof. 

d. Random selection. 


Solution: 


a. Heuristics. 


Why Do We Make Bad Choices? 

Making rational choices is expensive because it takes time and energy to 
collect the information necessary for rational thought and to apply rational 
thinking to the information we gather. We often rely on heuristics to help us 
make decisions more quickly, but sometimes we rely too heavily on 
heuristics. Professor Antony Davies of Duquesne University and Erika 
Davies of George Mason University explain how heuristics often lead to 
cognitive biases. 

https://www.youtube.com/embed/3REUuJCIWRk 


"Behavioral Economics, Ep 3: Why Do We 
Make Bad Choices?" by the Institute for 
Humane Studies 


Description 

Making rational choices is expensive because it takes time and energy to 
collect the information necessary for rational thought and to apply rational 
thinking to the information we gather. We often rely on heuristics to help us 
make decisions more quickly, but sometimes we rely too heavily on 
heuristics. Professor Antony Davies of Duquesne University and Erika 
Davies of George Mason University explain how heuristics often lead to 
cognitive biases. 

Exercise: 


Problem: When used inappropriately, heuristics can result in 


a. overlooked evidence. 
b. slower learning. 
c. unfair outcomes. 
d. cognitive biases. 


Solution: 


d. cognitive biases. 


Should Someone Nudge You Into Making A Decision? 

Free market economists argue that people should be left alone to make 
decisions for themselves, but sometimes, specialized knowledge is required 
to make a decision that most people just don’t have. Is there a way to 
encourage people to make what is, for most of them, the right choice 
without forcing all of them to make that choice? The answer is what 
economists call nudging. Professor Antony Davies of Duquesne University 
and Erika Davies of George Mason University explain. 

https://www. youtube.com/embed/ATmoKKPrak4 


"Behavioral Economics, Ep. 4: Should 
Someone Nudge You Into Making A 
Decision?" by the Institute for Humane 
Studies 


Description 

Free market economists argue that people should be left alone to make 
decisions for themselves, but sometimes, specialized knowledge is required 
to make a decision that most people just don’t have. Is there a way to 
encourage people to make what is, for most of them, the right choice 
without forcing all of them to make that choice? The answer is what 
economists call nudging. Professor Antony Davies of Duquesne University 
and Erika Davies of George Mason University explain. 

Exercise: 


Problem: 
Banning experimental drugs for the terminally ill is an example of 


a. a correct nudge. 

b. an incorrect nudge. 
c. a rational policy. 

d. an unpopular policy. 


Solution: 


b. an incorrect nudge. 


What You Need to Know About Public Choice 

Economics gives us insight as to how humans behave when our unlimited 
desires collide with our limited abilities. Public choice is a field of 
economics that takes what we understand about human behavior and 
applies that knowledge to humans who work in the public sector. Professor 
Antony Davies of Duquesne University and Erika Davies of George Mason 
University explain some of the major lessons we can learn from public 
choice economics. 

https://www. youtube.com/embed/FcLGUHXz78I 


"Behavioral Economics Ep. 5: What You 
Need to Know About Public Choice" by the 
Institute for Humane Studies 


Description 

Economics gives us insight into how humans behave when our unlimited 
desires collide with our limited abilities. Public choice is a field of 
economics that takes what we understand about human behavior and 
applies that knowledge to humans who work in the public sector. Professor 
Antony Davies of Duquesne University and Erika Davies of George Mason 
University explain some of the major lessons we can learn from public 
choice economics. 

Exercise: 


Problem: Public Choice theory does NOT study: 


a. the behavior of voters. 

b. the behavior of buraucrats. 

c. the behavior of politicians. 

d. the behavior of the private sector. 


Solution: 


d. the behavior of the private sector. 


Introduction to Bitcoin 
Dr. William Luther of Kenyon College introduces this course on bitcoin. 


"Bitcoin Introduction" by the Institute for 
Humane Studies 


Description 
Dr. William Luther of Kenyon College introduces this course on bitcoin. 


What Is a Cryptocurrency? 
Dr. William Luther of Kenyon College defines cryptocurrency. 
https://www. youtube.com/embed/fZ139tqIG3s 


"What is a Cryptocurrency?" by the 
Institute for Humane Studies 


Description 
Dr. William Luther of Kenyon College defines cryptocurrency. 
Exercise: 


Problem: The ‘Crypto’ in cryptocurrency means that 


a. the currency is guaranteed to be valuable after a predetermined 
amount of time. 

b. the currency exists in the digital world, and relies on encryption 
to make transactions secure. 

c. the currency is intended for use as a commonly accepted medium 
of exchange. 

d. the currency’s value is determined by a central bank that makes 
judgements based on the type of encryption used. 


Solution: 


b. the currency exists in the digital world, and relies on encryption to 
make transactions secure. 


What Is Bitcoin? 

Dr. William Luther of Kenyon College explains what bitcoin is and how it 
works. 

https://www.youtube.com/embed/0iVbzm66_WY 


"What is Bitcoin?" by the Institute for 
Humane Studies 


Description 

Dr. William Luther of Kenyon College explains what bitcoin is and how it 
works. 

Exercise: 


Problem: The core of the bitcoin system is 


a. the group known as Satoshi Nakamoto. 
b. the private key. 

c. the public key. 

d. the block chain. 


Solution: 


d. the block chain. 


How Do You Get Bitcoin? 
Dr. William Luther of Kenyon College describes the three different ways to 
get bitcoin. 


"How Do You Get Bitcoin?" by the 
Institute for Humane Studies 


Description 

Dr. William Luther of Kenyon College describes the three different ways to 
get bitcoin. 

Exercise: 


Problem: The following are ways to obtain bitcoin EXCEPT for 
a. exchanging local currency. 
b. accepting bitcoin for goods or services. 
c. joining the Bitcoin server. 
d. mining bitcoin. 


Solution: 


c. joining the Bitcoin server. 


Making Payments with Bitcoin 

If bitcoin is a digital currency, how does one make payments? Dr. William 
Luther of Kenyon College explains. 
https://www.youtube.com/embed/IIWLDE1-Uhs 


"Making Payments with Bitcoin" by the 
Institute for Humane Studies 


Description 

If bitcoin is a digital currency, how does one make payments? Dr. William 
Luther of Kenyon College explains. 

Exercise: 


Problem: 


Although it is a digital currency, bitcoin can be exchanged face-to-face 
by using 


a. smartwatches, which can transfer bitcoin without even using the 
block chain. 

b. special handheld devices that deal only in bitcoin. 

c. a specific kind of credit card. 

d. smartphones, which can transfer bitcoin through scanning QR 
codes. 


Solution: 


d. smartphones, which can transfer bitcoin through scanning QR 
codes. 


Processing Payments with Cash, Bitcoin, and Electronic Payments 
Dr. William Luther of Kenyon College explains how how payments with 
bitcoin are processed to avoid double spending. 


"Processing Payments with Cash, Bitcoin, 
and Electronic Payments" by the Institute 
for Humane Studies 


Description 

Dr. William Luther of Kenyon College explains how how payments with 
bitcoin are processed to avoid double spending. 

Exercise: 


Problem: 


To prevent double spending, bitcoin does not rely on a centralized 
clearing house, but instead relies on 


a. members of the bitcoin system competing to be the first to 
confirm a block of transactions. 

b. members of the bitcoin system competing to counter or destroy a 
block of transactions. 

c. several distinct clearing houses, which are independent from one 
another. 

d. a group of servers on the bitcoin system, which will record their 
transactions quickly. 


Solution: 


a. members of the bitcoin system competing to be the first to confirm a 
block of transactions. 


Is Bitcoin Money? 

Dr. William Luther of Kenyon College discusses whether bitcoin falls under 
the definition of money. 

https://www. youtube.com/embed/ffC YpM-u7C4 


"Is Bitcoin Money?" by the Institute for 
Humane Studies 


Description 

Dr. William Luther of Kenyon College discusses whether bitcoin falls under 
the definition of money. 

Exercise: 


Problem: 


Bitcoin is a medium of exchange, but whether or not it’s called money 
depends on 


a. bitcoin being adopted by the US Federal Reserve. 

b. bitcoin being commonly accepted. 

c. the value of bitcoin compared to other media of exchange. 
d. the value of bitcoin compared to the US dollar. 


Solution: 


b. bitcoin being commonly accepted. 


Why Should I Care About Bitcoin? 

Dr. William Luther of Kenyon College explains why bitcoin is such an 
important economics and technological innovation. 
https://www.youtube.com/embed/t_FGf2s_ sAk 


"Why Should I Care About Bitcoin?" by 
the Institute for Humane Studies 


Description 

Dr. William Luther of Kenyon College explains why bitcoin is such an 
important economics and technological innovation. 

Exercise: 


Problem: Which of the following is NOT a benefit of bitcoin? 


a. It allows for transactions to be easily traced. 

b. It provides economists with a better understanding of the 
emergence of different kinds of money. 

c. It decreases transaction costs. 

d. It provides economists a contemporary example of monetary 
competition. 


Solution: 


a. It allows for transactions to be easily traced. 


Commodity Money or Fiat Money? 
Dr. William Luther of Kenyon College discusses what kind of money 
bitcoin is. 


"Bitcoin - Commodity Money or Fiat 
Money?" by the Institute for Humane 
Studies 


Description 

Dr. William Luther of Kenyon College discusses what kind of money 
bitcoin is. 

Exercise: 


Problem: 

The lack of an obvious nonmonetary use makes bitcoin appear to be a 
a. Commodity money. 
b. paper money. 


c. fiat money. 
d. non-monetary commodity. 


Solution: 


c. fiat money. 


Why Is Bitcoin Valuable? 

How did bitcoin become valuable? Dr. William Luther of Kenyon College 
explains how bitcoin became so popular. 
https://www.youtube.com/embed/DQBzDim5-48 


"Why Is Bitcoin Valuable?" by the Institute 
for Humane Studies 


Description 

How did bitcoin become valuable? Dr. William Luther of Kenyon College 
explains how bitcoin became so popular. 

Exercise: 


Problem: One possible reason bitcoin initially became valuable is that 
a. governments supported bitcoin. 
b. asmall group of people initially agreed to accept bitcoin. 


c. bitcoin can be easily changed into other commodities. 
d. a very large group of people initially agreed to support bitcoin. 


Solution: 


b. a small group of people initially agreed to accept bitcoin. 


The Supply of Bitcoin 

Dr. William Luther of Kenyon College discusses how the supply of bitcoin 
is stabilized. 

https://www.youtube.com/embed/50iDE2dbm-c 


"The Supply of Bitcoin" by the Institute 
for Humane Studies 


Description 

Dr. William Luther of Kenyon College discusses how the supply of bitcoin 
is stabilized. 

Exercise: 


Problem: Bitcoin resembles a commodity money in that 


a. the supply is not governed by an automatic mechanism. 
b. the demand is governed by an automatic mechanism. 

c. a central bank can help change the supply of bitcoin. 

d. the supply is governed by an automatic mechanism. 


Solution: 


d. the supply is governed by an automatic mechanism. 


Why Does the Value Fluctuate? 

Why is the value of bitcoin constantly changing? Dr. William Luther of 
Kenyon College explains how the demand for bitcoin affects the purchasing 
power of bitcoin. 

https://www.youtube.com/embed/E1ryoBdosiA 


"Why Does the Value Fluctuate?" by the 
Institute for Humane Studies 


Description 

Why is the value of bitcoin constantly changing? Dr. William Luther of 
Kenyon College explains how the demand for bitcoin affects the purchasing 
power of bitcoin. 

Exercise: 


Problem: Demand for bitcoin is affected by 
a. changes to the bitcoin protocol. 
b. changes to the perception of the future of bitcoin. 
c. the Federal Reserve. 
d. nothing; the demand for bitcoin is always steady. 


Solution: 


b. changes to the perception of the future of bitcoin. 


Central Banking Explained 

Dr. William Luther of Kenyon College discusses how the lack of a central 
bank affects bitcoin. 

https://www.youtube.com/embed/TFSyNBMzlwo 


"Central Banking Explained" by the Institute 
for Humane Studies 


Description 

Dr. William Luther of Kenyon College discusses how the lack of a central 
bank affects bitcoin. 

Exercise: 


Problem: 


Why are some economists afraid that bitcoin will suffer from frequent 
monetary demand shocks? 


a. All new currencies suffer these shocks. 

b. The supply of bitcoin cannot be be changed to meet increases in 
demand. 

c. Fiat money frequently suffers monetary demand shocks. 

d. The supply of bitcoin is regulated at the discretion of central 
bankers. 


Solution: 


b. The supply of bitcoin cannot be be changed to meet increases in 
demand. 


Is Bitcoin the Future of Money? 

What is it that makes people want to use bitcoin? Dr. William Luther of 
Kenyon College introduces the next section on the advantages of bitcoin. 
https://www. youtube.com/embed/pfoToKvA4FQ 


"Is Bitcoin the Future of Money?" by the 
Institute for Humane Studies 


Description 
What is it that makes people want to use bitcoin? Dr. William Luther of 
Kenyon College introduces the next section on the advantages of bitcoin. 


Is Bitcoin Better than Other Money? 

Dr. William Luther of Kenyon College discusses the advantages over other 
kinds of money. 

https://www.youtube.com/embed/SSwtaFzSOuY 


"Is Bitcoin Better Than Other Money?" by 
the Institute for Humane Studies 


Description 

Dr. William Luther of Kenyon College discusses the advantages of bitcoin 
over other kinds of money. 

Exercise: 


Problem: Which of the following is NOT a feature of bitcoin. 
a. It is completely anonymous. 
b. It allows for very small transactions. 
c. It prevents charge backs. 
d. It is not regulated by a central bank. 


Solution: 


a. It is completely anonymous. 


Switching Costs and Bitcoin 
Dr. William Luther of Kenyon College discusses the costs associated with 
adopting bitcoin. 


"Switching Costs and Bitcoin" by the 
Institute for Humane Studies 


Description 

Dr. William Luther of Kenyon College discusses the costs associated with 
adopting bitcoin. 

Exercise: 


Problem: What is a "switching cost"? 


a. The cost of exchanging dollars to bitcoins. 

b. The mental cost of determining exchange rates. 

c. The cost of joining the bitcoin network. 

d. The costs associated with switching to a new currency. 


Solution: 


d. The costs associated with switching to a new currency. 


Network Effects and Bitcoin 

According to Dr. William Luther of Kenyon College, entrepreneurs are 
finding innovative ways to solve bitcoin's network effect problem. 
https://www.youtube.com/embed/-otT eJluYE 


"Network Effects and Bitcoin" by the 
Institute for Humane Studies 


Description 

According to Dr. William Luther of Kenyon College, entrepreneurs are 
finding innovative ways to solve bitcoin's network effect problem. 
Exercise: 


Problem: The network of bitcoin users 


a. is too large for bitcoin to function in the immediate future. 
b. is constantly shrinking due to the bitcoin protocol. 

c. is small, but growing steadily. 

d. is large, but slowly shrinking. 


Solution: 


c. is small, but growing steadily. 


Regulations, Bans, and Bitcoin 

According to Dr. William Luther of Kenyon College, bitcoin has been 
subject to extensive government regulations and even outright bans in some 
countries. 

https://www. youtube.com/embed/iS YlxrmoRbQ 


"Regulations, Bans, and Bitcoin" by the 
Institute for Humane Studies 


Description 

According to Dr. William Luther of Kenyon College, bitcoin has been 
subject to extensive government regulations and even outright bans in some 
countries. 

Exercise: 


Problem: The amount of regulations that are directed toward bitcoin 


a. encourages the use of bitcoin, as they provide stability. 

b. do not ultimately affect the use of bitcoin. 

c. are nominal, and should not usually be a part of the overall 
discussion of bitcoin. 

d. discourage the use of bitcoin as more regulations are added. 


Solution: 


d. discourage the use of bitcoin as more regulations are added. 


Bitcoins vs. Altcoins 

Dr. William Luther of Kenyon College explains the differences between 
bitcoin and alternative cryptocurrencies. 

https://www. youtube.com/embed/CHe3-f7Uy7g 


"Bitcoin vs. Altcoins" by the Institute for 
Humane Studies 


Description 

Dr. William Luther of Kenyon College explains the differences between 
bitcoin and alternative cryptocurrencies. 

Exercise: 


Problem: 
Altcoins have the “second mover advantage” over bitcoin because they 


a. are backed by a central authority. 

b. are a stronger version of fiat money. 

c. can make changes to their code or layout after observing 
problems with bitcoin. 

d. do not face the same regulations that bitcoin faces. 


Solution: 


c. can make changes to their code or layout after observing problems 
with bitcoin. 


The Future of Bitcoin and the Blockchain 
Dr. William Luther of Kenyon College discusses whether he thinks bitcoin 
or block chain technology will find widespread use in the future. 


"The Future of Bitcoin and the Blockchain" 
by the Institute for Humane Studies 


Description 
Dr. William Luther of Kenyon College discusses whether he thinks bitcoin 
or blockchain technology will find widespread use in the future. 


Discussion Question 


Dr. Luther is skeptical bitcoin will be widely adopted, but he does believe 
that blockchain technology will gain widespread use. What do you think? 
Do you think that bitcoin is superior to other currencies? Why or why not? 


Conclusion 
Dr. William Luther of Kenyon College wraps up this course on bitcoin. 
https://www. youtube.com/embed/f8p65zvJciM 


"Conclusion" by the Institute for Humane 
Studies 


Description 
Dr. William Luther of Kenyon College wraps up this course on bitcoin. 


Introduction to Competing Theories 

Big crises raise big questions. In the wake of the recent financial crisis, 
economists are asking million-dollar macro-economic questions: What 
causes market fluctuation? What causes business cycles? Professor Tyler 
Cowen of George Mason University explains theories from multiple 
schools of economics. 

https://www. youtube.com/embed/cTso97ARqKI 


"Business Cycles Explained: Introduction" 
by the Institute for Humane Studies 


Description 

Big crises raise big questions. In the wake of the recent financial crisis, 
economists are asking million-dollar macro-economic questions: What 
causes market fluctuation? What causes business cycles? Professor Tyler 
Cowen of George Mason University explains theories from multiple 
schools of economics. 


Keynesian Theory 

Professor Tyler Cowen of George Mason Universitiy explains the 
Keynesian model of business cycles. 

https://www. youtube.com/embed/g_647R_ vUVc 


"Business Cycles Explained: Keynesian 
Theory" by the Institute for Humane 
Studies 


Description 

Professor Tyler Cowen of George Mason Universitiy explains the 
Keynesian model of business cycles. 

Exercise: 


Problem: Aggregate Demand is 
a. consumption + government spending. 
b. consumption + investment + government spending. 


c. government revenue + production. 
d. GDP = combined foreign investment. 


Solution: 


b. consumption + investment + government spending. 


Sticky Wages & Prices 

Professor Tyler Cowen dives deeper into the idea of wage and price 
stickiness from Keynesian Theory. 

https://www. youtube.com/embed/-5zRfUb7D2U 


"Business Cycles Explained - Sticky 
Wages & Prices" by the Institute for 
Humane Studies 


Description 

Professor Tyler Cowen dives deeper into the idea of wage and price 
stickiness from Keynesian Theory. 

Exercise: 


Problem: A major reason for wage stickiness in the United States is 


a. employees with low morale are less productive. 

b. contracts with unions prevent businesses from decreasing their 
wages. 

c. negative shocks can be contained within very specific sectors of 
the economy. 

d. employers do not want to lower wages for ethical reasons. 


Solution: 


a. employees with low morale are less productive. 


Real Business Cycle Theory 

Professor Tyler Cowen of George Mason University explains how 
technology shocks affect business cycles according to Real Business Cycle 
Theory. 

https://www.youtube.com/embed/RY XyNNcsnil 


"Business Cycles Explained: Real Business 
Cycle Theory" by the Institute for Humane 
Studies 


Descriptions 

Professor Tyler Cowen of George Mason University explains how 
technology shocks affect business cycles according to Real Business Cycle 
Theory. 

Exercise: 


Problem: In the Real Business Cycle model, negative shocks 


a. are cancelled out through interest rates. 

b. are cancelled out through positive shocks. 

c. are the worst times to increase government spending. 
d. spread themselves by causing more negative shocks. 


Solution: 


d. spread themselves by causing more negative shocks. 


Austrian Theory 
Professor Tyler Cowen of George Mason University boils down the 
Austrian economists' boom-bust explanation of business cycles. 


"Business Cycles Explained: Austrian 
Theory" by the Institute for Humane 
Studies 


Description 

Professor Tyler Cowen of George Mason University boils down the 
Austrian economists' boom-bust explanation of business cycles. 
Exercise: 


Problem: A weakness of the Austrian theory is that 


a. it puts too much emphasis on government spending. 

b. the market has too many variables, which cannot be tracked to 
produce a stable theory of analysis. 

c. the theory stresses the importance of the market, but assumes 
entrepreneurs are tricked rather easily. 

d. it does not account for economic bubbles. 


Solution: 


c. the theory stresses the importance of the market, but assumes 
entrepreneurs are tricked rather easily. 


Interest Rates in Austrian Theory 
Professor Tyler Cowen of George Mason University explains why interests 
rates are so important to the Austrian economists’ theory of business cycles. 


"Interest Rates in Austrian Theory" by the 
Institute for Humane Studies 


Description 

Professor Tyler Cowen of George Mason University explains why interests 
rates are so important to the Austrian economists’ theory of business cycles. 
Exercise: 


Problem: In the Austrian theory, interest rates determine 


a. whether investors will make moral choices. 

b. whether entrepreneurs produce “for now” or “for later”. 

c. whether government spending is distorted. 

d. the indirect rate at which governments can spend over time. 


Solution: 


b. whether entrepreneurs produce “for now” or “for later”. 


Austrian Theory of the Business Cycle 

On June 9, 2011 Professor Paul Cwik, Professor of Economics and Finance 
at the University of Mount Olive, lectured at the Foundation for Economic 
Education's Freedom University: Austrian Economics Summer Seminar. In 
this video Dr. Cwik discusses the Austrian Theory of the business cycle. 
https://www.youtube.com/embed/49rMeA1lgyO0 


"Austrian Theory of the Business Cycle" by 
the Foundation for Economic Education 


Description 

On June 9, 2011 Professor Paul Cwik, Professor of Economics and Finance 
at the University of Mount Olive, lectured at the Foundation for Economic 

Education's Freedom University: Austrian Economics Summer Seminar. In 
this video Dr. Cwik discusses the Austrian Theory of the business cycle. 


Monetarist Theory 

Professor Tyler Cowen of George Mason University introduces Milton 
Friedman's monetarism, which claims that money supply fluctuations drive 
the rate of inflation and deflation. 

https://www. youtube.com/embed/SgweT-7i1hU 


"Business Cycles Explained: Monetarist 
Theory" by the Institute for Humane 
Studies 


Description 

Professor Tyler Cowen of George Mason University introduces Milton 
Friedman's monetarism, which claims that money supply fluctuations drive 
the rate of inflation and deflation. 

Exercise: 


Problem: 


According to monetarist theory, government should keep money 
supply growth 


a. extremely high. 

b. extremely low. 

c. stable. 

d. Trick question! Government should not affect money supply. 


Solution: 


c. stable. 


Explaining the Great Recession 

Professor Tyler Cowen of George Mason University explains that the Great 
Recession can be explained by a number of different school of economics 
and how studying multiple schools allows us to gain a fuller understanding 
of the causes of economic downturns. 


"Explaining the Great Recession" by the 
Institute for Humane Studies 


Description 

Professor Tyler Cowen of George Mason University explains that the Great 
Recession can be explained by a number of different school of economics 
and how studying multiple schools allows us to gain a fuller understanding 
of the causes of economic downturns. 

Exercise: 


Problem: The causes of the modern housing crisis 
a. are mainly Keynesian. 
b. cannot be explained by any theory. 
c. can be explained in part by each theory. 
d. mirror the causes of the Great Depression. 


Solution: 


c. can be explained in part by each theory. 


Incentives Matter 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 1, 
incentives. 


Element of Economics 


Incentives matter. Changes in benefits and costs will influence choices 
in a predictable manner. 


Video 


https://www. youtube.com/embed/ML3Ai7XIPfk 


"Do Incentives Matter for the Economy?" 
by the Institute for Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=ML3Ai7XIPfk 


Exercises 


Exercise: 


Problem: 
The basic postulate of economics indicates that changes in 
incentives influence the 


a. actions of producers but not consumers. 


b. actions of consumers but not producers. 

c. choices of individuals only when they buy and sell goods in the 
marketplace. 

d. choices of individuals with regard to a wide range of activities, 
including those generally perceived as social or political. 


Solution: 


d: choices of individuals with regard to a wide range of activities, 
including those generally perceived as social or political. 


Exercise: 


Problem: 

When government mandates that manufacturers of automobiles 
are to increase fuel efficiency, the incentives matter postulate of 
economics indicates that 


a. consumers will positively adjust their driving habits, eventually 
increasing time on the road and carbon emissions. 

b. there will be an increase in the supply of high gas-consumption 
vehicles, especially Special Utility Vehicle's (SUVs). 

c. consumers will fail to adjust their driving habits, placing upward 
pressure on the price of gas. 

d. fewer trips to the pump will boost tax revenues collected by the 
owners of gas stations which are slotted to cover repairs and 
maintenance. 


Solution: 


a: consumers will positively adjust their driving habits, eventually 
increasing time on the road and carbon emissions. 


There Is No Such Thing As A Free Lunch 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 2, 
scarcity and opportunity costs. 


Element of Economics 


There is no such thing as a free lunch; goods are scarce and therefore 
we have to make choices. 


Video 


https://www. youtube.com/embed/IQFLr6V1TO8 


"Opportunity Cost" by the Institute for 
Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=9QfLr6V1TO8 


Exercises 


Exercise: 


Problem: 
Which of the following students would be most likely to drop out 
of college before completing their undergraduate degree? 


a. a senior physics major with a solid B average 


b. a junior majoring in secondary education who has discovered that 
the Bureau of Labor Statistics projects that there is strong growth 
in job opportunities for teachers 

c. an outstanding baseball player in his junior year that just received 
a $500,000 offer from a professional team 

d. a junior economics major who wants to attend law school. 


Solution: 


c: an outstanding baseball player in his junior year that just received a 
$500,000 offer from a professional team 


Exercise: 


Problem: 

Susan is trying to decide whether to quit her $20,000 per year job 
so she can return to college next year as a full time student. If she 
goes to college next year, her books and supplies will cost $500, 
tuition will cost $9,000, and her other expenses (transportation, 
housing, and food) will increase by $2,000. What is Susan’s 
opportunity cost of attending college next year? 


a. $31,500 
b. $11,500 
c. $9,000 
d. $2,500 


Solution: 


a: $31,500 


Decisions Are Made At The Margin 

The Institute for Humane Studies has partnered with "Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity" to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 3, 
marginal costs and benefits. 


Element of Economics 


Decisions are made at the margin: If we want to get the most out of our 
resources, options should be chosen only when the marginal benefits 
exceed the marginal cost. 


Video 


https://www.youtube.com/embed/tMhdTn-5fu8 


"Thinking at the Margin" by the Institute 
for Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=tMhdTn-5fu8 


Exercises 


Exercise: 


Problem: 
Why are diamonds more expensive than water? 


a. People value diamonds more than water 


b. It takes more capital investment to extract water than diamonds 

c. There are price floors on water, but not on diamonds 

d. The marginal utility of water decreases faster than the marginal 
utility of diamonds 


Solution: 
d: The marginal utility of water decreases faster than the marginal 
utility of diamonds 

Exercise: 


Problem: 
According to economic reasoning, you should follow Nike’s advice 
and “Just Do It” when 


a. the total benefits are less than the total costs. 

b. the additional costs are greater than the additional benefits. 
c. the additional costs are the same as the additional benefits. 
d. the additional benefits are greater than the additional costs. 


Solution: 


d: the additional benefits are greater than the additional costs. 


Trade Promotes Economic Progress 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 4, trade. 


Element of Economics 


Trade promotes economic progress. 


Video 


https://www. youtube.com/embed/uX MnAPGY 1uE 


"Foreigners Are Our Friends - Econ 
Chronicles" by the Institute for Humane 
Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=uX MnAPGY 1uE, 


Exercises 


Exercise: 
Problem: 
Free trade helps our economy in which of the following ways? 


a. One country gains at the expense of another 
b. Relatively high cost goods, services and resources are imported 


c. Trading partners both benefit, raising the standard of living in 


each country 
d. Domestic production and employment shrink and prices rise. 


Solution: 
c: Trading partners both benefit, raising the standard of living in each 
country. 
Exercise: 
Problem: 


Who gains in a voluntary international trade? 


a. Only the exporter 

b. Only the importer 

c. Both the exporter and importer 

d. Both the exporter and importer, especially the exporter 


Solution: 


c: Both the exporter and importer 


Transaction Costs Are An Obstacle To Trade 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 5, 
transaction costs. 


Element of Economics 


Transaction costs are an obstacle to trade. 


Video 


"Free Trade vs. Protectionism" by the 
Institute for Humane Studies 


Watch on YouTube 


Exercises 


Exercise: 


Problem: 
Which statement can be supported by research and data regarding 
protectionism? 


a. The primary tool of protectionism is the sales tax on goods and 
services in the United States 


b. Protectionism favors the production of foreign goods and services 
over domestic outputs 

c. The cost of tariffs is passed onto consumers in the form of higher 
prices 

d. Protectionism fueled economic growth in Hong Kong and the 
United States. 


Solution: 


c: The cost of tariffs is passed onto consumers in the form of higher 
prices. 


Exercise: 


Problem: 
Which of the following statements reflect sound economic 
reasoning? 


a. Foreign competition will reduce the wealth of Americans 

b. If it is more economical to acquire a good through trade than by 
self-production, it makes sense to trade for it 

c. If domestic production of a good will employ lots of people, the 
good should be produced domestically 

d. Higher tariffs will increase the total volume of international trade. 


Solution: 


b: If it is more economical to acquire a good through trade than by 
self-production, it makes sense to trade for it. 


Prices Bring The Choices Of Buyers And Sellers Into Balance 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 6, the 
price system. 


Element of Economics 


Prices bring the choices of buyers and sellers into balance. 


Video 


"What Do Prices 'Know' That You Don't?" 
by the Institute for Humane Studies 


Watch on YouTube 


Exercises 


Exercise: 


Problem: 
How was Moe Cashferme able to determine which crop was most 
demanded by society? By: 


a. researching what crops are best for society 


b. paying attention to the crop in which consumers paid the highest 
price 

c. consulting with friends and family members 

d. making a lucky guess 


Solution: 


c: consulting with friends and family members 
Exercise: 


Problem: 

When individuals are directed by prices determined in competitive 
markets, their actions will tend to promote the productive use of 
resources: 


a. only if buyers and sellers personally care about economic 
efficiency 

b. even when each market participant cares only about their own 
self-interest rather than the overall efficiency of resource use 

c. even if business firms fail to produce goods efficiently 

d. if, and only if, businesses recognize their social obligation to keep 
costs low and use resources wisely 


Solution: 


b: even when each market participant cares only about their own self- 
interest rather than the overall efficiency of resource use. 


Profits Direct Businesses To Increase The Value Of Resources 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 7, profits 
and losses. 


Element of Economics 


Profits direct businesses toward productive activities that increase the 
value of resources, while losses direct them away from wasteful 
activities that reduce resource value. 


Video 


https://www.youtube.com/embed/Y PDUMEQAILO 


"The Price System, Part 2: Profits & Losses" 
by the Institute for Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=YPDUMEQAILO 


Exercises 


Exercise: 


Problem: 
How does a business earn a profit? By: 


a. producing efficiently and keeping their costs low 


b. producing goods and services that consumers value highly 
relative to costs 

c. discovering and developing better products and lower-cost 
production methods 

d. engaging in all of the above. 


Solution: 


d: engaging in all of the above. 
Exercise: 


Problem: 
When resources are allocated by markets, profits and losses 
provide information about: 


a. which resources are being used productively and which resources 
should be allocated to other uses 

b. which products are priced too high and which are priced too low 

c. which industries need to be subsidized and which need to be 
subject to additional regulation 

d. which businesses should be taxed more heavily and which should 
be subsidized. 


Solution: 


a: which resources are being used productively and which resources 
should be allocated to other uses. 


People Earn Income By Helping Others 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 8, 
entrepreneurship. 


Element of Economics 


People earn income by helping others. 


Video 


https://www. youtube.com/embed/ChEImWVj_kY 


"Are Entrepreneurs Modern Day Heroes?" 
by the Institute for Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=ChEImWVj_kY 


Exercises 


Exercise: 


Problem: 
How do entrepreneurs help individuals across income-levels, races, 
genders, religions, and more? They: 


a. Create new goods and services 
b. Lower prices and increase the availability of goods and services 


c. Fuel economic growth and prosperity 
d. Do all of the above 


Solution: 


d: Do all of the above 


Production Of Goods And Services People Value Raises Living Standards 
The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 9, the 
source of high living standards. 


Element of Economics 


Production of goods and services people value, not just jobs, provides 
the source of high living standards. 


Video 


"Make Progress, Not Work - Econ 
Chronicles" by the Institute for Humane 
Studies 


Watch on YouTube 


Exercises 


Exercise: 


Problem: 
Which of the following is true about economic progress? 


a. New technologies often disrupt existing jobs and cause 
unemployment in the short term 

b. It is very difficult to predict the new ideas and jobs that will come 
about from economic progress 

c. Economic progress is the best social insurance against disasters 

d. All of the above 


Solution: 


d: All of the above 
Exercise: 


Problem: 
Economic progress: 


a. reflects that people are achieving higher income levels and living 
standards 

b. requires that individuals work longer hours 

c. indicates that scarcity is no longer a problem 

d. indicates income levels are higher even though environmental and 
health conditions have worsened. 


Solution: 


a: reflects that people are achieving higher income levels and living 
standards. 


Economic Progress Comes Through Trade, Investment, and Sound 
Economic Institutions 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 10, the 
sources of economic progress. 


Element of Economics 


Economic progress comes primarily through trade, investment, better 
ways of doing things, and sound economic institutions. 


Video 


https://www.youtube.com/embed/JzmxQOonnGE 


"How to Fight Global Poverty" by the 
Institute for Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=JzmxQOonnGE 


Exercises 


Exercise: 


Problem: 
Which of the following contributes to people living in poverty? 


a. Stable government and monetary policy 


b. Strict controls on entrepreneurs, business, and commerce 
c. Poorly defined or enforced property rights 
d. Market-friendly environments 


Solution: 


b: Strict controls on entrepreneurs, business, and commerce 


Market Prices Direct Buyers And Sellers Toward The General Welfare 
The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 11, the 
"invisible hand". 


Element of Economics 


The “invisible hand” of market prices directs buyers and sellers toward 
activities that promote the general welfare. 


Video 


https://www.youtube.com/embed/EBifN69gcKY 


"Adam Smith: The Invisible Hand" by the 
Institute for Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=EBifN69gcK Y 


Exercises 


Exercise: 
Problem: 
What is the importance of Adam Smith’s invisible hand? 


a. Countries that do not specialize and make use of the division of 
labor are wealthier than those that do not 


b. Markets enable people who are acting in their own self-interest to 
benefit other people by serving them 

c. Governments can successfully centrally plan the economy and 
fuel overall prosperity 

d. Markets help wealth countries to become wealthier and poor 
countries stay poor. 


Solution: 


b: Markets enable people who are acting in their own self-interest to 
benefit other people by serving them. 


Exercise: 


Problem: 
Which of the following is a major implication of the invisible hand 
concept? 


a. When directed by competitive market prices, the actions of self- 
interested individuals will tend to promote overall economic 
prosperity 

b. Prosperity cannot be achieved unless the selfish nature of people 
can be changed 

c. Competition is harmful to the health of an economy because it 
results in wasteful duplication 

d. Government-operated firms tend to have lower costs than private 
sector firms. 


Solution: 
a: When directed by competitive market prices, the actions of self- 


interested individuals will tend to promote overall economic 
prosperity. 


Secondary Effects Are Often Ignored 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module covers Element 12, 
secondary effects and unintended consequences. 


Element of Economics 


Too often long-term consequences, or the secondary effects, of an action 
are ignored. 


Video 


https://www. youtube.com/embed/erJEaFpS9ls 


"The Broken Window Fallacy" by the 
Institute for Humane Studies 


Watch on YouTube 
https://www. youtube.com/watch?v=erJEaFpS9ls 


Exercises 


Exercise: 
Problem: 
What is the broken window fallacy? 


a. Disasters benefit the overall economy because they result in net 
job increases 


b. Government can ignore the unintended consequences of fiscal 
and monetary policy 

c. Disasters negatively impact the economy because money spent 
rebuilding during the aftermath had alternative uses 

d. Government intervention leads to strategic investment, efficient 
production, and prudent consumption. 


Solution: 


c: Disasters negatively impact the economy because money spent 
rebuilding during the aftermath had alternative uses. 


Exercise: 


Problem: 

"Mediocre economists often consider only the immediate direct 
effects of a change, whereas a good economist will also consider 
indirect effects and unintended consequences that may only 
become observable over time." This statement most clearly 
emphasizes: 


a. economizing behavior 

b. the importance of secondary effects 

c. the gains derived from voluntary exchange 
d. the importance of price signaling 


Solution: 


b: the importance of secondary effects. 


Discussion Questions 

The Institute for Humane Studies has partnered with Common Sense 
Economics: What Everyone Should Know about Wealth and Prosperity to 
help teach students why economic understanding is essential for life in 
today’s society. With videos and quiz questions corresponding to each 
chapter, this collection can be used as a study guide to supplement “Part 1: 
Twelve Key Elements of Economic”. This module includes discussion 
questions to get students thinking about what they learned in Part 1. 


Discussion Questions 
In this program, you learned about twelve key economic concepts. 


1. Which concept did you find most enlightening? How can you use it to 
live a more fulfilling and economically secure life? 

2. Which concept is most misunderstood by others? Why? How would 
you explain it to someone who has never heard of it before? 

3. Which concept is still not clear to you personally? 


Interventionism: An Economic Analysis by Ludwig von Mises 
Austrian economist Ludwig von Mises argues against economic 
interventionism. 


Get the Book 


e Mises - Interventionism: An Economic Analysis (epub) 


e Mises - Interventionism: An Economic Analysis (mobi) 
e Mises - Interventionism: An Economic Analysis (pdf) 


Foreword by Bettina Bien Greaves 


Ludwig von Mises lived a long life—from 1881 to 1973. He was born 
within the borders of the huge European empire of Austria-Hungary and 
was for many years the leading spokesman of what became known as the 
Austrian School of Economics. This theoretical school differs from other 
schools of economics because it does not deal with aggregates, large 
numbers, or historical data. It uses a micro rather than a macro approach to 
economics. It traces all economic phenomena back to the actions of 
individuals—to their subjective values and to the value each market 
participant places on the marginal utility of a particular good or service. The 
Austrians view the world economy as a giant auction in which everyone is 
always bidding for the various goods and services he or she wants by 
offering something he or she has. By starting from the viewpoint of the 
individual actor and by reasoning logically step by step, Mises and his 
fellow Austrian economists were able to explain the development of prices, 
wages, money, production, trade, and so on. 


Mises was prolific. He wrote many books and articles. He traveled and 
lectured widely throughout Europe and gained an international reputation as 
a strong advocate of capitalism and an ardent critic of interventionism. 
However, Mises’s teachings were drowned out for many years by the 
overwhelming popularity of John Maynard Keynes, Keynes’s 
macroeconomic doctrines, and his proposals for government intervention 
and politically expedient spending programs. 


Mises left Vienna for Switzerland before the Germans, under Hitler, 
occupied Austria. He taught in Geneva at the Institute for International 
Studies until 1940, when he migrated to the United States. His reputation 
had been well-established in Europe. But when he arrived in this country at 
age 59, he was a stranger in a strange land, obliged to start almost all over 
again. He soon obtained an appointment at the National Bureau of 
Economic Research, which gave him the opportunity to write the 
manuscript for this book. 


Anyone who is familiar with Mises’s other writings will not find anything 
particularly surprising in this book. Mises frequently criticized the various 
aspects of government intervention and he often described how government 
intervention interferes with the attempts of individuals to accomplish their 
various goals. However, in none of his other writings does he explain 
government intervention and its consequences more clearly and simply than 
he does here. 


Mises wrote Interventionism: An Economic Analysis in his native German 
tongue. After it had been translated by Drs. Thomas McManus and Heinrich 
Bund, he considered it “ready for publication.” However, apparently 
nothing was done about the manuscript and it disappeared from view. When 
this project came to nought, Mises, of necessity, turned his efforts toward 
other writing and lecturing. In 1944, his Bureaucracy and Omnipotent 
Government were published. In 1945, he received an appointment as 
Visiting Professor at New York University Graduate School of Business 
Administration and began teaching again. Then in 1946, he joined the staff 
of the Foundation for Economic Education as a part-time adviser. Many 
other books followed, including especially his magnum opus, Human 
Action, in 1949. 


This book, Interventionism, was written in 1940, before the United States 
was Officially involved in World War II. Here Mises offers a rare insight 
into the war economies of Hitler’s Germany and Mussolini’s Italy. He also 
criticizes the pre-World War II Allied governments for having favored 
socialism and interventionism over capitalist methods of production. As a 
matter of fact, he blames the Allies’ lack of military preparedness on their 
having fallen prey to anti-capitalist propaganda and for having spent more 


effort trying to prevent war profiteering than on creating an economic 
climate conducive to the production of armaments. “When the capitalist 
nations in time of war give up the industrial superiority which their 
economic system provides them, their power to resist and their chances to 
win are considerably reduced. . . . The defeat of France and the destruction 
of English cities was the first price paid for the interventionist suppression 
of war profits.” (pp. 73, 75) 


Throughout his career, Mises pointed out that individuals face risk and 
uncertainty in their struggle to survive. They encounter many obstacles— 
both natural and man-made. Natural catastrophes such as earthquakes, 
floods, tornadoes, hurricanes, landslides, avalanches, and fires may disrupt 
their plans. Man-made catastrophes such as wars, theft, fraud, and 
government interventions may also disrupt their plans. With respect to the 
obstacles nature places in their paths, men have no alternative but to cope as 
best they can. With respect to man-made obstacles, however, the situation is 
different; men are not completely helpless; they have the capability of 
avoiding and/or removing them. 


In explaining how the market functions, Mises criticized man-made 
government interventions—controls, regulations, restrictions, special 
privileges, and subsidies for some at the expense of others. He always 
pointed out, as he does in this book, that although enacted with the best of 
intentions, such government interventions lead to conditions that even their 
advocates consider worse than those they were trying to alleviate. However, 
he also explained that such obstacles, being man-made, were avoidable and 
removable—once people came to realize that government should not 
interfere with peaceful interpersonal relationships. 


Mises also pointed out that government’s role should be limited. 
Government should protect equally the lives and property of all persons 
under its jurisdiction. It should adjudicate disputes among individuals so as 
to assure, insofar as possible, equal justice to all. Otherwise, it should leave 
people free to work out their own destinies. We are fortunate indeed that 
this manuscript, which explains in such clear terms these basic principles, 
has resurfaced from among the papers left at Mises’s death and is now 
being made available. 
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Summary 


e Is there a greater tragedy imaginable than that in our endeavour 
consciously to shape our future in accordance with high ideals we 
should in fact unwittingly produce the very opposite of what we have 
been striving for? 

e The contention that only the peculiar wickedness of the Germans has 
produced the Nazi system is likely to become the excuse for forcing on 
us the very institutions which have produced that wickedness. 

e Totalitarianism is the new word we have adopted to describe the 
unexpected but nevertheless inseparable manifestations of what in 
theory we call socialism. 

e Ina planned system we cannot confine collective action to the tasks on 
which we agree, but are forced to produce agreement on everything in 
order that any action can be taken at all. 

e The more the state ‘plans’ the more difficult planning becomes for the 
individual. 

e The economic freedom which is the prerequisite of any other freedom 
cannot be the freedom from economic care which the socialists 
promise us and which can be obtained only by relieving the individual 
at the same time of the necessity and of the power of choice: it must be 
the freedom of economic activity which, with the right of choice, 
inevitably also carries the risk and the responsibility of that right. 

e What our generation has forgotten is that the system of private 
property is the most important guarantee of freedom, not only for those 
who own property, but scarcely less for those who do not. 

e We shall never prevent the abuse of power if we are not prepared to 
limit power in a way which occasionally may prevent its use for 
desirable purposes. 

e We shall all be the gainers if we can create a world fit for small states 
to live in. 


¢ The first need is to free ourselves of that worst form of contemporary 
obscurantism which tries to persuade us that what we have done in the 
recent past was all either wise or unavoidable. We shall not grow wiser 
before we learn that much that we have done was very foolish. 


The very magnitude of the outrages committed by the National Socialists 
has strengthened the assurance that a totalitarian system cannot happen 
here. But let us remember that 15 years ago the possibility of such a thing 
happening in Germany would have appeared just as fantastic not only to 
nine-tenths of the Germans themselves, but also to the most hostile foreign 
observer. 


There are many features which were then regarded as ‘typically German’ 
which are now equally familiar in America and England, and many 
symptoms that point to a further development in the same direction: the 
increasing veneration for the state, the fatalistic acceptance of ‘inevitable 
trends’, the enthusiasm for ‘organization’ of everything (we now call it 
‘planning’). 


The character of the danger is, if possible, even less understood here than it 
was in Germany. The supreme tragedy is still not seen that in Germany it 
was largely people of good will who, by their socialist policies, prepared the 
way for the forces which stand for everything they detest. Few recognize 
that the rise of fascism and Marxism was not a reaction against the socialist 
trends of the preceding period but a necessary outcome of those tendencies. 
Yet it is significant that many of the leaders of these movements, from 
Mussolini down (and including Laval and Quisling) began as socialists and 
ended as fascists or Nazis. 


In the democracies at present, many who sincerely hate all of Nazism’s 
manifestations are working for ideals whose realization would lead straight 
to the abhorred tyranny. Most of the people whose views influence 
developments are in some measure socialists. 


They believe that our economic life should be ‘consciously directed’, that 
we should substitute ‘economic planning’ for the competitive system. Yet is 
there a greater tragedy imaginable than that, in our endeavour consciously 


to shape our future in accordance with high ideals, we should in fact 
unwittingly produce the very opposite of what we have been striving for? 
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Planning and Power 


In order to achieve their ends the planners must create power — power over 
men wielded by other men — of a magnitude never before known. Their 
success will depend on the extent to which they achieve such power. 
Democracy is an obstacle to this suppression of freedom which the 
centralized direction of economic activity requires. Hence arises the clash 
between planning and democracy. 


Many socialists have the tragic illusion that by depriving private individuals 
of the power they possess in an individualist system, and transferring this 
power to society, they thereby extinguish power. What they overlook is that 
by concentrating power so that it can be used in the service of a single plan, 
it is not merely transformed, but infinitely heightened. By uniting in the 
hands of some single body power formerly exercised independently by 
many, an amount of power is created infinitely greater than any that existed 
before, so much more far-reaching as almost to be different in kind. 


It is entirely fallacious to argue that the great power exercised by a central 
planning board would be ‘no greater than the power collectively exercised 
by private boards of directors’. There is, in a competitive society, nobody 
who can exercise even a fraction of the power which a socialist planning 
board would possess. To decentralize power is to reduce the absolute 
amount of power, and the competitive system is the only system designed to 
minimize the power exercised by man over man. Who can seriously doubt 
that the power which a millionaire, who may be my employer, has over me 
is very much less than that which the smallest bureaucrat possesses who 
wields the coercive power of the state and on whose discretion it depends 
how I am allowed to live and work? 


In every real sense a badly paid unskilled workman in this country has more 
freedom to shape his life than many an employer in Germany or a much 


better paid engineer or manager in Russia. If he wants to change his job or 
the place where he lives, if he wants to profess certain views or spend his 
leisure in a particular way, he faces no absolute impediments. There are no 
dangers to bodily security and freedom that confine him by brute force to 
the task and environment to which a superior has assigned him. 


Our generation has forgotten that the system of private property is the most 
important guarantee of freedom. It is only because the control of the means 
of production is divided among many people acting independently that we 
as individuals can decide what to do with ourselves. When all the means of 
production are vested in a single hand, whether it be nominally that of 
‘society’ as a whole or that of a dictator, whoever exercises this control has 
complete power over us. In the hands of private individuals, what is called 
economic power can be an instrument of coercion, but it is never control 
over the whole life of a person. But when economic power is centralized as 
an instrument of political power it creates a degree of dependence scarcely 
distinguishable from slavery. It has been well said that, in a country where 
the sole employer is the state, opposition means death by slow starvation. 
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Background to Danger 


Individualism, in contrast to socialism and all other forms of totalitarianism, 
is based on the respect of Christianity for the individual man and the belief 
that it is desirable that men should be free to develop their own individual 
gifts and bents. This philosophy, first fully developed during the 
Renaissance, grew and spread into what we know as Western civilization. 
The general direction of social development was one of freeing the 
individual from the ties which bound him in feudal society. 


Perhaps the greatest result of this unchaining of individual energies was the 
marvellous growth of science. Only since industrial freedom opened the 
path to the free use of new knowledge, only since everything could be tried 
— if somebody could be found to back it at his own risk — has science made 
the great strides which in the last 150 years have changed the face of the 
world. The result of this growth surpassed all expectations. Wherever the 
barriers to the free exercise of human ingenuity were removed, man became 
rapidly able to satisfy ever-widening ranges of desire. By the beginning of 
the twentieth century the working man in the Western world had reached a 
degree of material comfort, security and personal independence which 100 
years before had hardly seemed possible. 


The effect of this success was to create among men a new sense of power 
over their own fate, the belief in the unbounded possibilities of improving 
their own lot. What had been achieved came to be regarded as a secure and 
imperishable possession, acquired once and for all; and the rate of progress 
began to seem too slow. Moreover the principles which had made this 
progress possible came to be regarded as obstacles to speedier progress, 
impatiently to be brushed away. It might be said that the very success of 
liberalism became the cause of its decline. 


No sensible person should have doubted that the economic principles of the 
nineteenth century were only a beginning — that there were immense 
possibilities of advancement on the lines on which we had moved. But 
according to the views now dominant, the question is no longer how we can 
make the best use of the spontaneous forces found in a free society. We 
have in effect undertaken to dispense with these forces and to replace them 
by collective and ‘conscious’ direction. 


It is significant that this abandonment of liberalism, whether expressed as 
socialism in its more radical form or merely as ‘organization’ or ‘planning’, 
was perfected in Germany. During the last quarter of the nineteenth century 
and the first quarter of the twentieth, Germany moved far ahead in both the 
theory and the practice of socialism, so that even today Russian discussion 
largely carries on where the Germans left off. The Germans, long before the 
Nazis, were attacking liberalism and democracy, capitalism, and 
individualism. 


Long before the Nazis, too, the German and Italian socialists were using 
techniques of which the Nazis and fascists later made effective use. The 
idea of a political party which embraces all activities of the individual from 
the cradle to the grave, which claims to guide his views on everything, was 
first put into practice by the socialists. It was not the fascists but the 
socialists who began to collect children at the tenderest age into political 
organizations to direct their thinking. It was not the fascists but the 
socialists who first thought of organizing sports and games, football and 
hiking, in party clubs where the members would not be infected by other 
views. It was the socialists who first insisted that the party member should 
distinguish himself from others by the modes of greeting and the forms of 
address. It was they who, by their organization of ‘cells’ and devices for the 
permanent supervision of private life, created the prototype of the 
totalitarian party. By the time Hitler came to power, liberalism was dead in 
Germany. And it was socialism that had killed it. 


To many who have watched the transition from socialism to fascism at close 
quarters the connection between the two systems has become increasingly 
obvious, but in the democracies the majority of people still believe that 
socialism and freedom can be combined. They do not realize that 


democratic socialism, the great utopia of the last few generations, is not 
only unachievable, but that to strive for it produces something utterly 
different — the very destruction of freedom itself. As has been aptly said: 
“What has always made the state a hell on earth has been precisely that man 
has tried to make it his heaven.’ 


It is disquieting to see in England and the United States today the same 
drawing together of forces and nearly the same contempt of all that is 
liberal in the old sense. ‘Conservative socialism’ was the slogan under 
which a large number of writers prepared the atmosphere in which National 
Socialism succeeded. It is ‘conservative socialism’ which is the dominant 
trend among us now. 


The Liberal Way of Planning 

In what is perhaps his most famous work, F.A. Hayek warns of the dangers 
of economic planning and argues that the free market is the best way to 
promote liberty and prosperity. 


The Liberal Way of Planning 


‘Planning’ owes its popularity largely to the fact that everybody desires, of 
course, that we should handle our common problems with as much 
foresight as possible. The dispute between the modern planners and the 
liberals is not on whether we ought to employ systematic thinking in 
planning our affairs. It is a dispute about what is the best way of so doing. 
The question is whether we should create conditions under which the 
knowledge and initiative of individuals are given the best scope so that they 
can plan most successfully; or whether we should direct and organize all 
economic activities according to a ‘blueprint’, that is, “consciously direct 
the resources of society to conform to the planners’ particular views of who 
should have what’. 


It is important not to confuse opposition against the latter kind of planning 
with a dogmatic laissez faire attitude. The liberal argument does not 
advocate leaving things just as they are; it favours making the best possible 
use of the forces of competition as a means of coordinating human efforts. 
It is based on the conviction that, where effective competition can be 
created, it is a better way of guiding individual efforts than any other. It 
emphasizes that in order to make competition work beneficially a carefully 
thought-out legal framework is required, and that neither the past nor the 
existing legal rules are free from grave defects. 


Liberalism is opposed, however, to supplanting competition by inferior 
methods of guiding economic activity. And it regards competition as 
superior not only because in most circumstances it is the most efficient 
method known but because it is the only method which does not require the 
coercive or arbitrary intervention of authority. It dispenses with the need for 
‘conscious social control’ and gives individuals a chance to decide whether 
the prospects of a particular occupation are sufficient to compensate for the 
disadvantages connected with it. 


The successful use of competition does not preclude some types of 
government interference. For instance, to limit working hours, to require 
certain sanitary arrangements, to provide an extensive system of social 
services is fully compatible with the preservation of competition. There are, 
too, certain fields where the system of competition is impracticable. For 
example, the harmful effects of deforestation or of the smoke of factories 
cannot be confined to the owner of the property in question. But the fact 
that we have to resort to direct regulation by authority where the conditions 
for the proper working of competition cannot be created does not prove that 
we should suppress competition where it can be made to function. To create 
conditions in which competition will be as effective as possible, to prevent 
fraud and deception, to break up monopolies — these tasks provide a wide 
and unquestioned field for state activity. This does not mean that it is 
possible to find some ‘middle way’ between competition and central 
direction, though nothing seems at first more plausible, or is more likely to 
appeal to reasonable people. 


Mere common sense proves a treacherous guide in this field. Although 
competition can bear some mixture of regulation, it cannot be combined 
with planning to any extent we like without ceasing to operate as an 
effective guide to production. Both competition and central direction 
become poor and inefficient tools if they are incomplete, and a mixture of 
the two means that neither will work. 


Planning and competition can be combined only by planning for 
competition, not by planning against competition. The planning against 
which all our criticism is directed is solely the planning against 
competition. 


The Great Utopia 
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The Great Utopia 


There can be no doubt that most of those in the democracies who demand a 
central direction of all economic activity still believe that socialism and 
individual freedom can be combined. Yet socialism was early recognized by 
many thinkers as the gravest threat to freedom. 


It is rarely remembered now that socialism in its beginnings was frankly 
authoritarian. It began quite openly as a reaction against the liberalism of 
the French Revolution. The French writers who laid its foundation had no 
doubt that their ideas could be put into practice only by a strong dictatorial 
government. The first of modern planners, Saint-Simon, predicted that 
those who did not obey his proposed planning boards would be ‘treated as 
cattle’. 


Nobody saw more clearly than the great political thinker de Tocqueville that 
democracy stands in an irreconcilable conflict with socialism: ‘Democracy 
extends the sphere of individual freedom,’ he said. ‘Democracy attaches all 
possible value to each man,’ he said in 1848, ‘while socialism makes each 
man a mere agent, a mere number. Democracy and socialism have nothing 
in common but one word: equality. But notice the difference: while 
democracy seeks equality in liberty, socialism seeks equality in restraint and 
servitude.’ 


To allay these suspicions and to harness to its cart the strongest of all 
political motives — the craving for freedom — socialists began increasingly 
to make use of the promise of a ‘new freedom’. Socialism was to bring 
‘economic freedom’ without which political freedom was ‘not worth 
having’. 


To make this argument sound plausible, the word ‘freedom’ was subjected 
to a subtle change in meaning. The word had formerly meant freedom from 


coercion, from the arbitrary power of other men. Now it was made to mean 
freedom from necessity, release from the compulsion of the circumstances 
which inevitably limit the range of choice of all of us. Freedom in this sense 
is, of course, merely another name for power or wealth. The demand for the 
new freedom was thus only another name for the old demand for a 
redistribution of wealth. 


The claim that a planned economy would produce a substantially larger 
output than the competitive system is being progressively abandoned by 
most students of the problem. Yet it is this false hope as much as anything 
which drives us along the road to planning. 


Although our modern socialists’ promise of greater freedom is genuine and 
sincere, in recent years observer after observer has been impressed by the 
unforeseen consequences of socialism, the extraordinary similarity in many 
respects of the conditions under ‘communism’ and ‘fascism’. As the writer 
Peter Drucker expressed it in 1939, ‘the complete collapse of the belief in 
the attainability of freedom and equality through Marxism has forced 
Russia to travel the same road toward a totalitarian society of unfreedom 
and inequality which Germany has been following. Not that communism 
and fascism are essentially the same. Fascism is the stage reached after 
communism has proved an illusion, and it has proved as much an illusion in 
Russia as in pre-Hitler Germany.’ 


No less significant is the intellectual outlook of the rank and file in the 
communist and fascist movements in Germany before 1933. The relative 
ease with which a young communist could be converted into a Nazi or vice 
versa was well known, best of all to the propagandists of the two parties. 
The communists and Nazis clashed more frequently with each other than 
with other parties simply because they competed for the same type of mind 
and reserved for each other the hatred of the heretic. Their practice showed 
how closely they are related. To both, the real enemy, the man with whom 
they had nothing in common, was the liberal of the old type. While to the 
Nazi the communist and to the communist the Nazi, and to both the 
socialist, are potential recruits made of the right timber, they both know that 
there can be no compromise between them and those who really believe in 
individual freedom. 


What is promised to us as the Road to Freedom is in fact the High Road to 
Servitude. For it is not difficult to see what must be the consequences when 
democracy embarks upon a course of planning. The goal of the planning 
will be described by some such vague term as ‘the general welfare’. There 
will be no real agreement as to the ends to be attained, and the effect of the 
people’s agreeing that there must be central planning, without agreeing on 
the ends, will be rather as if a group of people were to commit themselves 
to take a journey together without agreeing where they want to go: with the 
result that they may all have to make a journey which most of them do not 
want at all. 


Democratic assemblies cannot function as planning agencies. They cannot 
produce agreement on everything — the whole direction of the resources of 
the nation — for the number of possible courses of action will be legion. 
Even if a congress could, by proceeding step by step and compromising at 
each point, agree on some scheme, it would certainly in the end satisfy 
nobody. 


To draw up an economic plan in this fashion is even less possible than, for 
instance, successfully to plan a military campaign by democratic procedure. 
As in strategy, it would become inevitable to delegate the task to experts. 
And even if, by this expedient, a democracy should succeed in planning 
every sector of economic activity, it would still have to face the problem of 
integrating these separate plans into a unitary whole. There will be a 
stronger and stronger demand that some board or some single individual 
should be given powers to act on their own responsibility. The cry for an 
economic dictator is a characteristic stage in the movement toward 
planning. 


Thus the legislative body will be reduced to choosing the persons who are 
to have practically absolute power. The whole system will tend toward that 
kind of dictatorship in which the head of government is from time to time 
confirmed in his position by popular vote, but where he has all the power at 
his command to make certain that the vote will go in the direction that he 
desires. 


Planning leads to dictatorship because dictatorship is the most effective 
instrument of coercion and, as such, essential if central planning on a large 


scale is to be possible. There is no justification for the widespread belief 
that, so long as power is conferred by democratic procedure, it cannot be 
arbitrary; it is not the source of power which prevents it from being 
arbitrary; to be free from dictatorial qualities, the power must also be 
limited. A true ‘dictatorship of the proletariat’, even if democratic in form, 
if it undertook centrally to direct the economic system, would probably 
destroy personal freedom as completely as any autocracy has ever done. 


Individual freedom cannot be reconciled with the supremacy of one single 
purpose to which the whole of society is permanently subordinated. To a 
limited extent we ourselves experience this fact in wartime, when 
subordination of almost everything to the immediate and pressing need is 
the price at which we preserve our freedom in the long run. The fashionable 
phrases about doing for the purposes of peace what we have learned to do 
for the purposes of war are completely misleading, for it is sensible 
temporarily to sacrifice freedom in order to make it more secure in the 
future, but it is quite a different thing to sacrifice liberty permanently in the 
interests of a planned economy. 


To those who have watched the transition from socialism to fascism at close 
quarters, the connection between the two systems is obvious. The 
realization of the socialist programme means the destruction of freedom. 
Democratic socialism, the great utopia of the last few generations, is simply 
not achievable. 


Why the Worst Get on Top 
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of economic planning and argues that the free market is the best way to 
promote liberty and prosperity. 


Why the Worst Get on Top 


No doubt an American or English ‘fascist’ system would greatly differ from 
the Italian or German models; no doubt, if the transition were effected 
without violence, we might expect to get a better type of leader. Yet this 
does not mean that our fascist system would in the end prove very different 
or much less intolerable than its prototypes. There are strong reasons for 
believing that the worst features of the totalitarian systems are phenomena 
which totalitarianism is certain sooner or later to produce. 


Just as the democratic statesman who sets out to plan economic life will 
soon be confronted with the alternative of either assuming dictatorial 
powers or abandoning his plans, so the totalitarian leader would soon have 
to choose between disregard of ordinary morals and failure. It is for this 
reason that the unscrupulous are likely to be more successful in a society 
tending toward totalitarianism. Who does not see this has not yet grasped 
the full width of the gulf which separates totalitarianism from the 
essentially individualist Western civilization. 


The totalitarian leader must collect around him a group which is prepared 
voluntarily to submit to that discipline they are to impose by force upon the 
rest of the people. That socialism can be put into practice only by methods 
of which most socialists disapprove is, of course, a lesson learned by many 
social reformers in the past. The old socialist parties were inhibited by their 
democratic ideals; they did not possess the ruthlessness required for the 
performance of their chosen task. It is characteristic that both in Germany 
and in Italy the success of fascism was preceded by the refusal of the 
socialist parties to take over the responsibilities of government. They were 
unwilling wholeheartedly to employ the methods to which they had pointed 
the way. They still hoped for the miracle of a majority’s agreeing on a 
particular plan for the organization of the whole of society. Others had 
already learned the lesson that in a planned society the question can no 


longer be on what do a majority of the people agree but what the largest 
single group is whose members agree sufficiently to make unified direction 
of all affairs possible. 


There are three main reasons why such a numerous group, with fairly 
similar views, is not likely to be formed by the best but rather by the worst 
elements of any society. 


First, the higher the education and intelligence of individuals become, the 
more their tastes and views are differentiated. If we wish to find a high 
degree of uniformity in outlook, we have to descend to the regions of lower 
moral and intellectual standards where the more primitive instincts prevail. 
This does not mean that the majority of people have low moral standards; it 
merely means that the largest group of people whose values are very similar 
are the people with low standards. 


Second, since this group is not large enough to give sufficient weight to the 
leader’s endeavours, he will have to increase their numbers by converting 
more to the same simple creed. He must gain the support of the docile and 
gullible, who have no strong convictions of their own but are ready to 
accept a ready-made system of values if it is only drummed into their ears 
sufficiently loudly and frequently. It will be those whose vague and 
imperfectly formed ideas are easily swayed and whose passions and 
emotions are readily aroused who will thus swell the ranks of the 
totalitarian party. 


Third, to weld together a closely coherent body of supporters, the leader 
must appeal to a common human weakness. It seems to be easier for people 
to agree on a negative programme — on the hatred of an enemy, on the envy 
of the better off — than on any positive task. 


The contrast between the ‘we’ and the ‘they’ is consequently always 
employed by those who seek the allegiance of huge masses. The enemy 
may be internal, like the ‘Jew’ in Germany or the ‘kulak’ in Russia, or he 
may be external. In any case, this technique has the great advantage of 
leaving the leader greater freedom of action than would almost any positive 
programme. 


Advancement within a totalitarian group or party depends largely on a 
willingness to do immoral things. The principle that the end justifies the 
means, which in individualist ethics is regarded as the denial of all morals, 
in collectivist ethics becomes necessarily the supreme rule. There is literally 
nothing which the consistent collectivist must not be prepared to do if it 
serves ‘the good of the whole’, because that is to him the only criterion of 
what ought to be done. 


Once you admit that the individual is merely a means to serve the ends of 
the higher entity called society or the nation, most of those features of 
totalitarianism which horrify us follow of necessity. From the collectivist 
standpoint intolerance and brutal suppression of dissent, deception and 
spying, the complete disregard of the life and happiness of the individual 
are essential and unavoidable. Acts which revolt all our feelings, such as the 
shooting of hostages or the killing of the old or sick, are treated as mere 
matters of expediency; the compulsory uprooting and transportation of 
hundreds of thousands becomes an instrument of policy approved by almost 
everybody except the victims. 


To be a useful assistant in the running of a totalitarian state, therefore, a 
man must be prepared to break every moral rule he has ever known if this 
seems necessary to achieve the end set for him. In the totalitarian machine 
there will be special opportunities for the ruthless and unscrupulous. 
Neither the Gestapo nor the administration of a concentration camp, neither 
the Ministry of Propaganda nor the SA or SS (or their Russian counterparts) 
are suitable places for the exercise of humanitarian feelings. Yet it is 
through such positions that the road to the highest positions in the 
totalitarian state leads. 


A distinguished American economist, Professor Frank H. Knight, correctly 
notes that the authorities of a collectivist state “would have to do these 
things whether they wanted to or not: and the probability of the people in 
power being individuals who would dislike the possession and exercise of 
power is on a level with the probability that an extremely tender-hearted 
person would get the job of whipping master in a slave plantation’. 


A further point should be made here: collectivism means the end of truth. 
To make a totalitarian system function efficiently it is not enough that 


everybody should be forced to work for the ends selected by those in 
control; it is essential that the people should come to regard these ends as 
their own. This is brought about by propaganda and by complete control of 
all sources of information. 


The most effective way of making people accept the validity of the values 
they are to serve is to persuade them that they are really the same as those 
they have always held, but which were not properly understood or 
recognized before. And the most efficient technique to this end is to use the 
old words but change their meaning. Few traits of totalitarian regimes are at 
the same time so confusing to the superficial observer and yet so 
characteristic of the whole intellectual climate as this complete perversion 
of language. 


The worst sufferer in this respect is the word ‘liberty’. It is a word used as 
freely in totalitarian states as elsewhere. Indeed, it could almost be said that 
wherever liberty as we know it has been destroyed, this has been done in 
the name of some new freedom promised to the people. Even among us we 
have planners who promise us a ‘collective freedom’, which is as 
misleading as anything said by totalitarian politicians. ‘Collective freedom’ 
is not the freedom of the members of society, but the unlimited freedom of 
the planner to do with society that which he pleases. This is the confusion 
of freedom with power carried to the extreme. 


It is not difficult to deprive the great majority of independent thought. But 
the minority who will retain an inclination to criticize must also be silenced. 
Public criticism or even expressions of doubt must be suppressed because 
they tend to weaken support of the regime. As Sidney and Beatrice Webb 
report of the position in every Russian enterprise: ‘Whilst the work is in 
progress, any public expression of doubt that the plan will be successful is 
an act of disloyalty and even of treachery because of its possible effect on 
the will and efforts of the rest of the staff.’ 


Control extends even to subjects which seem to have no political 
significance. The theory of relativity, for instance, has been opposed as a 
‘Semitic attack on the foundation of Christian and Nordic physics’ and 
because it is ‘in conflict with dialectical materialism and Marxist dogma’. 
Every activity must derive its justification from conscious social purpose. 


There must be no spontaneous, unguided activity, because it might produce 
results which cannot be foreseen and for which the plan does not provide. 


The principle extends even to games and amusements. I leave it to the 
reader to guess where it was that chess players were officially exhorted that 
‘we must finish once and for all with the neutrality of chess. We must 
condemn once and for all the formula chess for the sake of chess.’ 


Perhaps the most alarming fact is that contempt for intellectual liberty is not 
a thing which arises only once the totalitarian system is established, but can 
be found everywhere among those who have embraced a collectivist faith. 
The worst oppression is condoned if it is committed in the name of 
socialism. Intolerance of opposing ideas is openly extolled. The tragedy of 
collectivist thought is that while it starts out to make reason supreme, it 
ends by destroying reason. 


There is one aspect of the change in moral values brought about by the 
advance of collectivism which provides special food for thought. It is that 
the virtues which are held less and less in esteem in Britain and America are 
precisely those on which Anglo-Saxons justly prided themselves and in 
which they were generally recognized to excel. These virtues were 
independence and self-reliance, individual initiative and local responsibility, 
the successful reliance on voluntary activity, non-interference with one’s 
neighbour and tolerance of the different, and a healthy suspicion of power 
and authority. 


Almost all the traditions and institutions which have moulded the national 
character and the whole moral climate of England and America are those 
which the progress of collectivism and its centralistic tendencies are 
progressively destroying. 


Planning vs. the Rule of Law 

In what is perhaps his most famous work, F.A. Hayek warns of the dangers 
of economic planning and argues that the free market is the best way to 
promote liberty and prosperity.u 


Planning vs. the Rule of Law 


Nothing distinguishes more clearly a free country from a country under 
arbitrary government than the observance in the former of the great 
principles known as the Rule of Law. Stripped of technicalities this means 
that government in all its actions is bound by rules fixed and announced 
beforehand — rules that make it possible to foresee with fair certainty how 
the authority will use its coercive powers in given circumstances and to 
plan one’s individual affairs on the basis of this knowledge. Thus, within 
the known rules of the game, the individual is free to pursue his personal 
ends, certain that the powers of government will not be used deliberately to 
frustrate his efforts. 


Socialist economic planning necessarily involves the very opposite of this. 
The planning authority cannot tie itself down in advance to general rules 
which prevent arbitrariness. 


When the government has to decide how many pigs are to be raised or how 
many buses are to run, which coal-mines are to operate, or at what prices 
shoes are to be sold, these decisions cannot be settled for long periods in 
advance. They depend inevitably on the circumstances of the moment, and 
in making such decisions it will always be necessary to balance, one against 
the other, the interests of various persons and groups. 


In the end somebody’s views will have to decide whose interests are more 

important, and these views must become part of the law of the land. Hence 
the familiar fact that the more the state ‘plans’, the more difficult planning 
becomes for the individual. 


The difference between the two kinds of rule is important. It is the same as 
that between providing signposts and commanding people which road to 
take. 


Moreover, under central planning the government cannot be impartial. The 
state ceases to be a piece of utilitarian machinery intended to help 
individuals in the fullest development of their individual personality and 
becomes an institution which deliberately discriminates between particular 
needs of different people, and allows one man to do what another must be 
prevented from doing. It must lay down by a legal rule how well off 
particular people shall be and what different people are to be allowed to 
have. 


The Rule of Law, the absence of legal privileges of particular people 
designated by authority, is what safeguards that equality before the law 
which is the opposite of arbitrary government. It is significant that socialists 
(and Nazis) have always protested against ‘merely’ formal justice, that they 
have objected to law which had no views on how well off particular people 
ought to be, that they have demanded a ‘socialization of the law’ and 
attacked the independence of judges. 


In a planned society the law must legalize what to all intents and purposes 
remains arbitrary action. If the law says that such a board or authority may 
do what it pleases, anything that board or authority does is legal — but its 
actions are certainly not subject to the Rule of Law. By giving the 
government unlimited powers the most arbitrary rule can be made legal; 
and in this way a democracy may set up the most complete despotism 
imaginable. 


The Rule of Law was consciously evolved only during the liberal age and is 
one of its greatest achievements. It is the legal embodiment of freedom. As 
Immanuel Kant put it, ‘Man is free if he needs obey no person but solely 
the laws.’ 


Is Planning ‘Inevitable’? 

In what is perhaps his most famous work, F.A. Hayek warns of the dangers 
of economic planning and argues that the free market is the best way to 
promote liberty and prosperity. 


Is Planning ‘Inevitable’? 


It is revealing that few planners today are content to say that central 
planning is desirable. Most of them affirm that we now are compelled to it 
by circumstances beyond our control. 


One argument frequently heard is that the complexity of modern civilization 
creates new problems with which we cannot hope to deal effectively except 
by central planning. This argument is based upon a complete 
misapprehension of the working of competition. The very complexity of 
modern conditions makes competition the only method by which a 
coordination of affairs can be adequately achieved. 


There would be no difficulty about efficient control or planning were 
conditions so simple that a single person or board could effectively survey 
all the facts. But as the factors which have to be taken into account become 
numerous and complex, no one centre can keep track of them. The 
constantly changing conditions of demand and supply of different 
commodities can never be fully known or quickly enough disseminated by 
any one centre. 


Under competition — and under no other economic order — the price system 
automatically records all the relevant data. Entrepreneurs, by watching the 
movement of comparatively few prices, as an engineer watches a few dials, 
can adjust their activities to those of their fellows. 


Compared with this method of solving the economic problem — by 
decentralization plus automatic coordination through the price system — the 
method of central direction is incredibly clumsy, primitive, and limited in 
scope. It is no exaggeration to say that if we had had to rely on central 
planning for the growth of our industrial system, it would never have 
reached the degree of differentiation and flexibility it has attained. Modern 


civilization has been possible precisely because it did not have to be 
consciously created. The division of labour has gone far beyond what could 
have been planned. Any further growth in economic complexity, far from 
making central direction more necessary, makes it more important than ever 
that we should use the technique of competition and not depend on 
conscious control. 


It is also argued that technological changes have made competition 
impossible in a constantly increasing number of fields and that our only 
choice is between control of production by private monopolies and 
direction by the government. The growth of monopoly, however, seems not 
so much a necessary consequence of the advance of technology as the result 
of the policies pursued in most countries. 


The most comprehensive study of this situation is that by the Temporary 
National Economic Committee, which certainly cannot be accused of an 
unduly liberal bias. The committee concludes: 


"The superior efficiency of large establishments has not been demonstrated; 
the advantages that are supposed to destroy competition have failed to 
manifest themselves in many fields ... the conclusion that the advantage of 
large-scale production must lead inevitably to the abolition of competition 
cannot be accepted ... It should be noted, moreover, that monopoly is 
frequently attained through collusive agreement and promoted by public 
policies." 


When these agreements are invalidated and these policies reversed, 
competitive conditions can be restored. 


Anyone who has observed how aspiring monopolists regularly seek the 
assistance of the state to make their control effective can have little doubt 
that there is nothing inevitable about this development. In the United States 
a highly protectionist policy aided the growth of monopolies. In Germany 
the growth of cartels has since 1878 been systematically fostered by 
deliberate policy. It was here that, with the help of the state, the first great 
experiment in ‘scientific planning’ and ‘conscious organization of industry’ 


led to the creation of giant monopolies. The suppression of competition was 
a matter of deliberate policy in Germany, undertaken in the service of an 
ideal which we now call planning. 


Great danger lies in the policies of two powerful groups, organized capital 
and organized labour, which support the monopolistic organization of 
industry. The recent growth of monopoly is largely the result of a deliberate 
collaboration of organized capital and organized labour where the 
privileged groups of labour share in the monopoly profits at the expense of 
the community and particularly at the expense of those employed in the less 
well organized industries. 


However, there is no reason to believe that this movement is inevitable. The 
movement toward planning is the result of deliberate action. No external 
necessities force us to it. 


Can Planning Free Us from Care? 

In what is perhaps his most famous work, F.A. Hayek warns of the dangers 
of economic planning and argues that the free market is the best way to 
promote liberty and prosperity. 


Can Planning Free Us from Care? 


Most planners who have seriously considered the practical aspects of their 
task have little doubt that a directed economy must be run on dictatorial 
lines, that the complex system of interrelated activities must be directed by 
staffs of experts, with ultimate power in the hands of a commander-in-chief 
whose actions must not be fettered by democratic procedure. The 
consolation our planners offer us is that this authoritarian direction will 
apply ‘only’ to economic matters. This assurance is usually accompanied by 
the suggestion that, by giving up freedom in the less important aspects of 
our lives, we shall obtain freedom in the pursuit of higher values. On this 
ground people who abhor the idea of a political dictatorship often clamour 
for a dictator in the economic field. 


The arguments used appeal to our best instincts. If planning really did free 
us from less important cares and so made it easier to render our existence 
one of plain living and high thinking, who would wish to belittle such an 
ideal? 


Unfortunately, purely economic ends cannot be separated from the other 
ends of life. What is misleadingly called the ‘economic motive’ means 
merely the desire for general opportunity. If we strive for money, it is 
because money offers us the widest choice in enjoying the fruits of our 
efforts — once earned, we are free to spend the money as we wish. 


Because it is through the limitation of our money incomes that we feel the 
restrictions which our relative poverty still imposes on us, many have come 
to hate money as the symbol of these restrictions. Actually, money is one of 
the greatest instruments of freedom ever invented by man. It is money 
which in existing society opens an astounding range of choice to the poor 
man — a range greater than that which not many generations ago was open 
to the wealthy. 


We shall better understand the significance of the service of money if we 
consider what it would really mean if, as so many socialists 
characteristically propose, the ‘pecuniary motive’ were largely displaced by 
‘non-economic incentives’. If all rewards, instead of being offered in 
money, were offered in the form of public distinctions, or privileges, 
positions of power over other men, better housing or food, opportunities for 
travel or education, this would merely mean that the recipient would no 
longer be allowed to choose, and that whoever fixed the reward would 
determine not only its size but the way in which it should be enjoyed. 


The so-called economic freedom which the planners promise us means 
precisely that we are to be relieved of the necessity of solving our own 
economic problems and that the bitter choices which this often involves are 
to be made for us. Since under modern conditions we are for almost 
everything dependent on means which our fellow men provide, economic 
planning would involve direction of almost the whole of our life. There is 
hardly an aspect of it, from our primary needs to our relations with our 
family and friends, from the nature of our work to the use of our leisure, 
over which the planner would not exercise his ‘conscious control’. 


The power of the planner over our private lives would be hardly less 
effective if the consumer were nominally free to spend his income as he 
pleased, for the authority would control production. 


Our freedom of choice in a competitive society rests on the fact that, if one 
person refuses to satisfy our wishes, we can turn to another. But if we face a 
monopolist we are at his mercy. And an authority directing the whole 
economic system would be the most powerful monopolist imaginable. 


It would have complete power to decide what we are to be given and on 
what terms. It would not only decide what commodities and services are to 
be available and in what quantities; it would be able to direct their 
distribution between districts and groups and could, if it wished, 
discriminate between persons to any degree it liked. Not our own view, but 
somebody else’s view of what we ought to like or dislike, would determine 
what we should get. 


The will of the authority would shape and ‘guide’ our daily lives even more 
in our position as producers. For most of us the time we spend at our work 
is a large part of our whole lives, and our job usually determines the place 
where and the people among whom we live. Hence some freedom in 
choosing our work is probably even more important for our happiness than 
freedom to spend our income during our hours of leisure. 


Even in the best of worlds this freedom will be limited. Few people ever 
have an abundance of choice of occupation. But what matters is that we 
have some choice, that we are not absolutely tied to a job which has been 
chosen for us, and that if one position becomes intolerable, or if we set our 
heart on another, there is always a way for the able, at some sacrifce, to 
achieve his goal. Nothing makes conditions more unbearable than the 
knowledge that no effort of ours can change them. It may be bad to be just a 
cog ina machine but it is infinitely worse if we can no longer leave it, if we 
are tied to our place and to the superiors who have been chosen for us. 


In our present world there is much that could be done to improve our 
opportunities of choice. But ‘planning’ would surely go in the opposite 
direction. Planning must control the entry into the different trades and 
occupations, or the terms of remuneration, or both. In almost all known 
instances of planning, the establishment of such controls and restrictions 
was among the first measures taken. 


In a competitive society most things can be had at a price. It is often a 
cruelly high price. We must sacrifice one thing to attain another. The 
alternative, however, is not freedom of choice, but orders and prohibitions 
which must be obeyed. 


That people should wish to be relieved of the bitter choice which hard facts 
often impose on them is not surprising. But few want to be relieved through 
having the choice made for them by others. People just wish that the choice 
should not be necessary at all. And they are only too ready to believe that 
the choice is not really necessary, that it is imposed upon them merely by 
the particular economic system under which we live. What they resent is, in 
truth, that there is an economic problem. 


The wishful delusion that there is really no longer an economic problem has 
been furthered by the claim that a planned economy would produce a 
substantially larger output than the competitive system. This claim, 
however, is being progressively abandoned by most students of the 
problem. Even a good many economists with socialist views are now 
content to hope that a planned society will equal the efficiency of a 
competitive system. They advocate planning because it will enable us to 
secure a more equitable distribution of wealth. And it is indisputable that, if 
we want consciously to decide who is to have what, we must plan the whole 
economic system. 


But the question remains whether the price we should have to pay for the 
realization of somebody’s ideal of justice is not bound to be more 
discontent and more oppression than was ever caused by the much abused 
free play of economic forces. 


For when a government undertakes to distribute the wealth, by what 
principles will it or ought it to be guided? Is there a definite answer to the 
innumerable questions of relative merits that will arise? 


Only one general principle, one simple rule, would provide such an answer: 
absolute equality of all individuals. If this were the goal, it would at least 
give the vague idea of distributive justice clear meaning. But people in 
general do not regard mechanical equality of this kind as desirable, and 
socialism promises not complete equality but ‘greater equality’. 


This formula answers practically no questions. It does not free us from the 
necessity of deciding in every particular instance between the merits of 
particular individuals or groups, and it gives no help in that decision. All it 
tells us in effect is to take from the rich as much as we can. When it comes 
to the distribution of the spoils the problem is the same as if the formula of 
‘greater equality’ had never been conceived. 


It is often said that political freedom is meaningless without economic 
freedom. This is true enough, but in a sense almost opposite from that in 
which the phrase is used by our planners. The economic freedom which is 
the prerequisite of any other freedom cannot be the freedom from economic 
care which the socialists promise us and which can be obtained only by 


relieving us of the power of choice. It must be that freedom of economic 
activity which, together with the right of choice, carries also the risk and 
responsibility of that right. 


Two Kinds of Security 

In what is perhaps his most famous work, F.A. Hayek warns of the dangers 
of economic planning and argues that the free market is the best way to 
promote liberty and prosperity. 


Two Kinds of Security 


Like the spurious ‘economic freedom’, and with more justice, economic 
security is often represented as an indispensable condition of real liberty. In 
a sense this is both true and important. Independence of mind or strength of 
character is rarely found among those who cannot be confident that they 
will make their way by their own effort. 


But there are two kinds of security: the certainty of a given minimum of 
sustenance for all and the security of a given standard of life, of the relative 
position which one person or group enjoys compared with others. 


There is no reason why, in a society which has reached the general level of 
wealth ours has, the first kind of security should not be guaranteed to all 
without endangering general freedom; that is: some minimum of food, 
shelter and clothing, sufficient to preserve health. Nor is there any reason 
why the state should not help to organize a comprehensive system of social 
insurance in providing for those common hazards of life against which few 
can make adequate provision. 


It is planning for security of the second kind which has such an insidious 
effect on liberty. It is planning designed to protect individuals or groups 
against diminutions of their incomes. 


If, as has become increasingly true, the members of each trade in which 
conditions improve are allowed to exclude others in order to secure to 
themselves the full gain in the form of higher wages or profits, those in the 
trades where demand has fallen off have nowhere to go, and every change 
results in large unemployment. There can be little doubt that it is largely a 
consequence of the striving for security by these means in the last decades 
that unemployment and thus insecurity have so much increased. 


The utter hopelessness of the position of those who, in a society which has 
thus grown rigid, are left outside the range of sheltered occupation can be 
appreciated only by those who have experienced it. There has never been a 
more cruel exploitation of one class by another than that of the less 
fortunate members of a group of producers by the well-established. This has 
been made possible by the ‘regulation’ of competition. Few catchwords 
have done so much harm as the ideal of a ‘stabilization’ of particular prices 
or wages, which, while securing the income of some, makes the position of 
the rest more and more precarious. 


In England and America special privileges, especially in the form of the 
‘regulation’ of competition, the ‘stabilization’ of particular prices and 
wages, have assumed increasing importance. With every grant of such 
security to one group the insecurity of the rest necessarily increases. If you 
guarantee to some a fixed part of a variable cake, the share left to the rest is 
bound to fluctuate proportionally more than the size of the whole. And the 
essential element of security which the competitive system offers, the great 
variety of opportunities, is more and more reduced. The general endeavour 
to achieve security by restrictive measures, supported by the state, has in 
the course of time produced a progressive transformation of society — a 
transformation in which, as in so many other ways, Germany has led and 
the other countries have followed. This development has been hastened by 
another effect of socialist teaching, the deliberate disparagement of all 
activities involving economic risk and the moral opprobrium cast on the 
gains which make risks worth taking but which only few can win. 


We cannot blame our young men when they prefer the safe, salaried 
position to the risk of enterprise after they have heard from their earliest 
youth the former described as the superior, more unselfish and disinterested 
occupation. The younger generation of today has grown up in a world in 
which, in school and press, the spirit of commercial enterprise has been 
represented as disreputable and the making of profit as immoral, where to 
employ 100 people is represented as exploitation but to command the same 
number as honourable. 


Older people may regard this as exaggeration, but the daily experience of 
the university teacher leaves little doubt that, as a result of anti-capitalist 


propaganda, values have already altered far in advance of the change in 
institutions which has so far taken place. The question is whether, by 
changing our institutions to satisfy the new demands, we shall not 
unwittingly destroy values which we still rate higher. 


The conflict with which we have to deal is a fundamental one between two 
irreconcilable types of social organization, which have often been described 
as the commercial and the military. In either both choice and risk rest with 
the individual or he is relieved of both. In the army, work and worker alike 
are allotted by authority, and this is the only system in which the individual 
can be conceded full economic security. This security is, however, 
inseparable from the restrictions on liberty and the hierarchical order of 
military life — it is the security of the barracks. 


In a society used to freedom it is unlikely that many people would be ready 
deliberately to purchase security at this price. But the policies which are 
followed now are nevertheless rapidly creating conditions in which the 
striving for security tends to become stronger than the love of freedom. 


If we are not to destroy individual freedom, competition must be left to 
function unobstructed. Let a uniform minimum be secured to everybody by 
all means; but let us admit at the same time that all claims for a privileged 
security of particular classes must lapse, that all excuses disappear for 
allowing particular groups to exclude newcomers from sharing their relative 
prosperity in order to maintain a special standard of their own. 


There can be no question that adequate security against severe privation 
will have to be one of our main goals of policy. But nothing is more fatal 
than the present fashion of intellectual leaders of extolling security at the 
expense of freedom. It is essential that we should re-learn frankly to face 
the fact that freedom can be had only at a price and that as individuals we 
must be prepared to make severe material sacrifices to preserve it. 


We must regain the conviction on which liberty in the Anglo-Saxon 
countries has been based and which Benjamin Franklin expressed in a 
phrase applicable to us as individuals no less than as nations: “Those who 
would give up essential liberty to purchase a little temporary safety deserve 
neither liberty nor safety.’ 


Toward a Better World 

In what is perhaps his most famous work, F.A. Hayek warns of the dangers 
of economic planning and argues that the free market is the best way to 
promote liberty and prosperity. 


Toward a Better World 


To build a better world, we must have the courage to make a new start. We 
must clear away the obstacles with which human folly has recently 
encumbered our path and release the creative energy of individuals. We 
must create conditions favourable to progress rather than ‘planning 
progress’. 


It is not those who cry for more ‘planning’ who show the necessary 
courage, nor those who preach a ‘New Order’, which is no more than a 
continuation of the tendencies of the past 40 years, and who can think of 
nothing better than to imitate Hitler. It is, indeed, those who cry loudest for 
a planned economy who are most completely under the sway of the ideas 
which have created this war and most of the evils from which we suffer. 


The guiding principle in any attempt to create a world of free men must be 
this: a policy of freedom for the individual is the only truly progressive 
policy. 
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brilliantly analyzes the seen and unseen consequences of political and 
economic actions. In the words of Nobel laureate F.A. Hayek, there is "no 
other modern book from which the intelligent layman can learn so much 
about the basic truths of economics in so short a time.” Hazlitt’s focus on 
market-based solutions, economic liberty, and the dangers of government 
intervention make Economics in One Lesson every bit as relevant and 
valuable today as it has been since its first publication. 
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One Lesson is a classic economic primer. Economics in One Lesson 
brilliantly analyzes the seen and unseen consequences of political and 
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Hazlitt’s focus on market-based solutions, economic liberty, and the dangers 
of government intervention make Economics in One Lesson every bit as 
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"Entrepreneurship and the Market Process 
with Israel Kirzner" by the Foundation for 
Economic Education 


Description 

Israel Kirzner, Emeritus Professor of Economics at New York University, 
presented his lecture 'Entrepreneurship and the Market Process' during the 
Advanced Austrian Economics Summer Seminar in Irvington, NY. 


How Big Is the US Debt?: Virtual Reality Experience 

The US government debt is now bigger than the debt of any other 
government in human history. It is so big, that it is hard to comprehend just 
how big it is. This immersive 360 degree video helps illustrate the scale of 
the debt while Professor Antony Davies from Duquesne University breaks 
down the debt and explains its implications. 

https://www. youtube.com/embed/ErUZjM16r1M 


"How Big Is the US Debt? (360 Video)" by 
the Institute for Humane Studies 


Description 

The US government debt is now bigger than the debt of any other 
government in human history. It is so big, that it is hard to comprehend just 
how big it is. This immersive 360 degree video helps illustrate the scale of 
the debt while Professor Antony Davies from Duquesne University breaks 
down the debt and explains its implications. The video can be watched on 
computers, smartphones for on-the-go learning, or virtual reality headsets 
for a fully immersive experience. Use your mouse or move your phone 
around to move around the video. 


Watch on YouTube 
https://www. youtube.com/watch?v=ErUZjM16r1M 


What If the National Debt Were Your Debt? 

The national debt is so big that it's often hard to comprehend. In this video, 
Professor Antony Davies of Duquesne University presents the 
government’s fiscal situation scaled down to the level of an average 
household to help students understand the national debt. 

https://www. youtube.com/embed/ROLOXUEsBII 


"What If the National Debt Were Your 
Debt?" by the Institute for Humane Studies 


Description 

The national debt is so big that it's often hard to comprehend. In this video, 
Professor Antony Davies of Duquesne University presents the 
government’s fiscal situation scaled down to the level of an average 
household to help students understand the national debt. 


Watch on YouTube 
https://www. youtube.com/watch?v=ROLOXUEsBII 


Will Taxing the Rich Fix the Deficit? 

Many have suggested raising taxes on the richest Americans to help offset 
pay off the national debt. In this video, Professor Antony Davies of 
Duquesne University uses data to assess how much of a difference taxing 
the rich would make. 

https://www. youtube.com/embed/FC5Gkox-1QY 


"Will Taxing the Rich Fix the Deficit?" by 
the Institute for Humane Studies 


Description 

Many have suggested raising taxes on the richest Americans to help offset 
pay off the national debt. In this video, Professor Antony Davies of 
Duquesne University uses data to assess how much of a difference taxing 
the rich would make. 


Watch on YouTube 
https://www. youtube.com/watch?v=FC5Gkox-1QY 


Are the Greeks Villains if They Default on Their National Debt? 

What happens when governments default on their debts? In this video, 
Professor Garrett Jones of George Mason University uses the Greek 
government debt crisis to explain what happens when governments default 
on their debts and why it's not always a bad thing. 

https://www. youtube.com/embed/iH3wxcDJF98 


"Are the Greeks Villains if They Default 
on Their National Debt?" by the Institute 
for Humane Studies 


Description 

What happens when governments default on their debts? In this video, 
Professor Garrett Jones of George Mason University uses the Greek 
government debt crisis to explain what happens when governments default 
on their debts and why it's not always a bad thing. 


Watch on YouTube 
https://www. youtube.com/watch?v=iH3wxcDJF98 


Ten Myths About Government Debt 

Many people are concemed with growing national debt, but according to 
Professor Antony Davies of Duquesne University, there are a lot of 
misconceptions. In this lecture, Professor Davies explores ten common 
myths about inequality, covering everything from the causes of the debt to 
potential solutions. 


"10 Myths About Government Debt" by 
the Institute for Humane Studies 


Description 

Many people are concerned with growing national debt, but according to 
Professor Antony Davies of Duquesne University, there are a lot of 
misconceptions. In this lecture, Professor Davies explores ten common 
myths about inequality, covering everything from the causes of the debt to 
potential solutions. 


Watch on YouTube 


Foundational Concepts in Economics: Introduction 

Economics is the study of human choice. In this Guide, Professor Howard 
Baetjer of Towson University introduces important concepts in economics 
that serve as the foundation for the economic way of thinking. 


Introduction 


https://www. youtube.com/embed/O-iqO6xBi-8 


"Foundational Concepts in Economics 
with Howard Baetjer" by 
Libertarianism.org 


That a free economy works at all is one of the most remarkable things in the 
human experience. How can billions of people acting in their individual 
self-interest—and knowing little about the particular purposes or wishes of 
others—nevertheless manage to cooperate and produce for one another an 
ever-increasing abundance of goods and services with nobody in charge? 


Some basic economic concepts help us understand and appreciate that 
marvel. 


This course has two main goals. The first is to help the reader learn “the 
economic way of thinking,” the foundational concepts economists use to 
make sense of the economy. Those concepts, on which the rest of 
economics is based, are pre- sented in Lectures 1—7: subjective value, 
scarcity, opportunity cost, thinking “at the margin,” comparative advantage, 
division of labor, and the famous supply and demand. 


The second goal is to help readers understand why people need free markets 
to flourish. The underlying institutions of a free market—private ownership 
and freedom of exchange— are necessary to human well-being for three 
main reasons, addressed in Lectures 8-12. 


First, we need the information that free-market prices give us. Market prices 
are a kind of telecommunications system; they communicate to everyone 
what everybody else individually knows about the availability of and need 
for various goods and services, and thereby they make it possible for us to 
coordinate our various actions. 


Second, we need free-market profit and loss to guide business enterprise. 
Profit made in a free market signifies the creation of value for others; loss 
signifies the destruction of value. In a world where no one can be sure what 
to do today to make the world a better place tomorrow, this profit-and-loss 
guidance is indispensable. 


Third, we need the incentives that free markets give us to serve others. In 
free markets, we all must consider the wishes of others in order to get from 
them what we want, because those others don’t have to deal with us. That is 
not the case where government force may be used to get what we want from 
others against their wishes. In brief, free markets provide everyone the 
knowledge, the guidance, and the incentives we need to produce for one 
another in an extended order of human cooperation. 


Economics has great explanatory power. It helps us understand much of 
what happens in the social world, and how free people benefit others as 
they seek to benefit themselves. I hope you enjoy this presentation of why 
that is so. 


Economics and Free Markets: An Introduction 


Howard Baetjer’s companion volume to this guide, Economics and Free 
Markets: An Introduction offers a short introduction to economics and the 
market economy. Visit Libertarianism.org to download the book for free. 


Libertarianism.org Guides 


Libertarian.org's guides are self-paced online courses taught by top 
professors and experts. Guides introduce the basic ideas and principles of a 
free and flourishing society and serve as a path to further learning. Start 
with the introductory video, then dive into the lecture series and featured 


book. Each Guide’s homepage offers reading lists, essays, and links to other 
helpful materials. Check out Libertarianism.org to find more guides. 


Subjective Value and Gains from Trade 

Professor Howard Baetjer of Townson University outlines some basic 
concepts essential to understanding economics, including wealth creation, 
economic value, and trade. 
https://www.youtube.com/embed/_50ZBnikLHo 


"1. Subjective Value and Trade | 
Foundational Concepts in Economics with 
Howard Baetjer" by Libertarianism.org 


Description 

Professor Howard Baetjer of Townson University outlines some basic 
concepts essential to understanding economics, including wealth creation, 
economic value, and trade. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Scarcity and Opportunity Cost 

Professor Howard Baetjer of Towson University explains scarcity, the 
problem that any given good of finite supply can only ever be put to some 
of the many ends for which we might use it, and opportunity cost, the 
concept that taking one option costs us the benefit we would have gotten 
from taking the next-best option instead. 
https://www.youtube.com/embed/NE1lma_ TVGdg 


"2. Scarcity and Opportunity Cost | 
Foundational Concepts in Economics with 
Howard Baetjer" by Libertarianism.org 


Description 

Professor Howard Baetjer of Towson University explains scarcity, the 
problem that any given good of finite supply can only ever be put to some 
of the many ends for which we might use it, and opportunity cost, the 
concept that taking one option costs us the benefit we would have gotten 
from taking the next-best option instead. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Thinking at the Margin 

Professor Howard Baetjer of Towson University explains that all economic 
behavior occurs at the margin. The decisions of economic actors are “bit by 
bit” decisions, not all-or-nothing ones. 

https://www. youtube.com/embed/stOCAio ntY 


"3. Thinking at the Margin | Foundational 
Concepts in Economics with Howard 
Baetjer" by Libertarianism.org 


Description 

Professor Howard Baetjer of Towson University explains that all economic 
behavior occurs at the margin. The decisions of economic actors are “bit by 
bit” decisions, not all-or-nothing ones. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Division of Labor and Comparative Advantage 

Building on the concept of opportunity cost, Professor Howard Baetjer of 
Towson University explains how specialization and trade make us richer. 
https://www. youtube.com/embed/uV3cKDgmaxc 


"4. Comparative Advantage, Division of 
Labor | Foundational Concepts in 
Economics with Howard Baetjer" by 
Libertarianism.org 


Description 
Building on the concept of opportunity cost, Professor Howard Baetjer of 
Towson University explains how specialization and trade make us richer. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Demand 

Professor Howard Baetjer of Towson University explains the “demand” half 
of “supply and demand.” 

https://www.youtube.com/embed/eVB3SPbUaho 


"5. Demand | Foundational Concepts in 
Economics with Howard Baetjer" by 
Libertarianism.org 


Description 
Professor Howard Baetjer of Towson University explains the “demand” half 
of “supply and demand.” 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Supply 

Professor Howard Baetjer of Towson University explains the “supply” half 
of “supply and demand.” 

https://www. youtube.com/embed/XubxV_XZ4JI 


"6. Supply | Foundational Concepts in 
Economics with Howard Baetjer" by 
Libertarianism.org 


Description 
Professor Howard Baetjer of Towson University explains the “supply” half 
of “supply and demand.” 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Price Determination: Demand and Supply Together 

Having discussed supply and demand separately, Professor Howard Baetjer 
of Towson University explains how, together, they describe the way 
markets operate. 

https://www.youtube.com/embed/I1M6_r0xUTk 


"7, Supply and Demand Together | 
Foundational Concepts in Economics with 
Howard Baetjer" by Libertarianism.org 


Description 

Having discussed supply and demand separately, Professor Howard Baetjer 
of Towson University explains how, together, they describe the way 
markets operate. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Prices Communicate Dispersed Knowledge 

Prices, explains Professor Howard Baetjer of Towson University, are a 
powerful tool for getting people the knowledge they need to cooperate with 
one another in the market. 

https://www.youtube.com/embed/stV7IPU4 Fo 


"8. Prices Communicate Dispersed 
Knowledge | Foundational Concepts in 
Economics with Howard Baetjer" by 
Libertarianism.org 


Description 

Prices, explains Professor Howard Baetjer of Towson University, are a 
powerful tool for getting people the knowledge they need to cooperate with 
one another in the market. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


The Problem with Price Controls 

Continuing his discussion of prices, Professor Howard Baetjer of Towson 
University explains what can go wrong when outside interference prevents 
genuine market prices from emerging. 

https://www. youtube.com/embed/Va2bWxsIEB4 


"9. The Problems with Price Controls | 
Foundational Concepts in Economics with 
Howard Baetjer" by Libertarianism.org 


Description 

Continuing his discussion of prices, Professor Howard Baetjer of Towson 
University explains what can go wrong when outside interference prevents 
genuine market prices from emerging. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Profit and Loss Guide Entrepreneurial Discovery 

The trial-and-error based profit and loss mechanism, says Professor Howard 
Baetjer of Towson University, is an indispensable tool for guiding discovery 
and innovation in the economy. 
https://www.youtube.com/embed/TxMUguGhF gE, 


"10. Profit and Loss Guide Discovery | 
Foundational Concepts in Economics with 
Howard Baetjer" by Libertarianism.org 


Description 

The trial-and-error based profit and loss mechanism, says Professor Howard 
Baetjer of Towson University, is an indispensable tool for guiding discovery 
and innovation in the economy. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Free Market Incentives Foster Service to Others 

Professor Howard Baetjer of Towson University argues that the incentives 
inherent in market institutions outperform the incentives inherent in state 
institutions in getting people to properly consider the well-being of others 
when they act. 

https://www. youtube.com/embed/DsIHNYdRlvc 


"11. Free Markets Incentivize Service | 
Foundational Concepts in Economics with 
Howard Baetjer" by Libertarianism.org 


Description 

Professor Howard Baetjer of Towson University argues that the incentives 
inherent in market institutions outperform the incentives inherent in state 
institutions in getting people to properly consider the well-being of others 
when they act. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


The Importance of Economic Liberty 

Professor Howard Baetjer of Towson University illustrates the harmful 
effects of economic regulations and argues that we ought to instead prefer 
economic liberty. 

https://www. youtube.com/embed/5kridl2r940 


"12. The Importance of Economic 
Liberty | Foundational Concepts in 
Economics with Howard Baetjer" by 
Libertarianism.org 


Description 
Professor Howard Baetjer of Towson University illustrates the harmful 


effects of economic regulations and argues that we ought to instead prefer 
economic liberty. 


Go to Libertarianism.org to Learn More 

Go to Libertarianism.org to download the free book Economics and Free 
Markets: An Introduction, find lecture transcripts, and explore articles, 
podcasts, and more. 


Further Reading 

Did you enjoy Professor Baetjer's guide "Foundational Concepts in 
Economics"? Check out these great books on the foundations of economics 
and free markets. 


Further Reading 
Henry Hazlitt, Economics in One Lesson 


e Rightly billed as “the shortest and surest way to understand basic 
economics,” this book has been the most valuable book in my 
economics education. In short, lucid chapters, it teaches how to think 
about economic policies and problems such as taxes, tariffs, subsidies, 
rent controls, minimum wage laws, unions, profits, and inflation. It’s 
superb. 


Thomas Sowell, Basic Economics 


e This book, appropriately subtitled “A Common Sense Guide to the 
Economy,” is a rich and rewarding exploration of the fundamental 
facts and principles of economics. Its engaging writing and broad 
range of illustrative examples make learning economics relaxed and 
enjoyable. 


Howard Baetjer Jr., Free Our Markets 


e The freer the markets people live in, the better they flourish. This book 
explains why that is so, in terms of foundational economic principles. 
Free of graphs and economic jargon, it uses thought experiments and 
examples to give the reader an intuitive understanding of spontaneous 
economic order. 


Arnold Kling, Specialization and Trade: A Re-Introduction to Economics 
e A concise reexamination of economics, which shows how the 


economy is an evolutionary system, with constantly changing patterns 
of specialization and trade. 


Externalities: When Is a Potato Chip Not Just a Potato Chip? 

Trade benefits both buyers and sellers, but what happens when the 
transaction affects a third party? In this video, Professor Michael Munger of 
Duke University defines the term externality and explains different ways to 
solve the problem of externalities. 


"Externalities: When Is a Potato Chip Not 
Just a Potato Chip?" by the Institute for 
Humane Studies 


Description 

Trade benefits both buyers and sellers, but what happens when the 
transaction affects a third party? In this video, Professor Michael Munger of 
Duke University defines the term externality and explains different ways to 
solve the problem of externalities. 

Exercise: 


Problem: 
An externality occurs when a transaction between two people 
a. affects a third person, without that third person’s permission. 
b. affects the two people in ways they did not intend. 
c. is affected by government intervention. 
d. occurs, but not in a free market. 


Solution: 


a. affects a third person, without that third person's permission. 


Negative Externalities and the Coase Theorem 

Economics assume that exchange happens voluntarily, but sometimes 
exchange results in spillover effects called externalities. In this video, 
Professor Sean Mullholland of Stonehill College defines externalities and 
explains both public and private solutions to the problem. 
https://www.youtube.com/embed/zcPRmh5AIrI 


"Negative Externalities and the Coase 
Theorem" by the Institute for Humane 
Studies 


Description 

Economics assume that exchange happens voluntarily, but sometimes 
exchange results in spillover effects called externalities. In this video, 
Professor Sean Mullholland of Stonehill College defines externalities and 
explains both public and private solutions to the problem. 


Watch on YouTube 
https://www. youtube.com/watch?v=zcPRmhS5AIrI 


Tragedy of the Commons 

People living together must find some way to preserve common resources. 
Unfortunately, there are strong incentives for people to exploit these 
resources when they are held in common by everyone. Professor Sean 
Mullholland of Stonehill College explains what causes this problem, known 
as tragedy of the commons, and potential solutions. 
https://www.youtube.com/embed/MLirNeu-A8I 


"Tragedy of The Commons" by the 
Institute for Humane Studies 


Description 

People living together must find some way to preserve common resources. 
Unfortunately, there are strong incentives for people to exploit these 
resources when they are held in common by everyone. Professor Sean 
Mullholland of Stonehill College explains what causes this problem, known 
as tragedy of the commons, and potential solutions. 


Watch on YouTube 
https://www. youtube.com/watch?v=MLirNeu-A8I 


Capitalism and Political Economy: Market Failure- Information, Monopoly, 
and Rent-Seeking 

In this lecture, Professor Michael Munger of Duke University discusses 
public and private solutions to market failures. 


Lecture 


https://www. youtube.com/embed/zM0OZTzCDS3I 


"Externalities & Market Failure" 


reproduced with permission from instructor 


Professor Michael Munger and producer 
Shaun King 


Watch on YouTube 
https://youtu.be/ZMOZTzCDS3I 


Lecture Overview 


1. 


Externalities: The uncompensated impact of one person’s actions on 
the well-being of a bystander 


. Markets alone overproduce negative externalities (such as pollution) 


and underproduce positive externalities (such as education). 


. The solution may be to "internalize" the externality by taxing bads 


(pollution) and subsidizing goods (education). 


. Private solutions (the "Coasian Bargaining" solutions) can work if 


numbers are small and transactions costs are not too high. 


. The reason markets are so useful is that prices provide a means of 


rationing scarce resources efficiently. The main means of rationing 
include: (a) Price system (b) Queuing (c) Chance (d) 
Authority/discretion 


. The standard for "efficient" rationing is "Pareto Optimality": There is 


no feasible reallocation of resources that makes everyone better off, or 


makes at least one person better off and makes no one worse off. 
Technically, if the outcome of decentralized processes is not P.O., then 
that is a market failure A failure to enforce property rights (a la 
Hobbes), so the state just doesn’t do its job: Not a PO. 

7. Types of "market failures": (a) Information Asymmetries (b) Natural 
Monopoly (c) Externalities (d) Public Goods (e) Justice of the 
income/wealth distribution 


Readings 


¢ Cowen, Tyler. “Public Goods” 
e Hardin, G. “The Tragedy of the Commons” 
e Munger, MC. “Orange Blossom Special” 


Additional Resources 
Videos 


e "Externalities: When Is a Potato Chip Not Just a Potato Chip?" 
e "Giving Away Money Costs More Than You Think" 


Podcasts 


e The Friday Podcast: Economists On Federal Funding For NPR 


Can We End Poverty Overnight? 

Americans make up around four percent of the world population and yet 
they control over 25% of the world’s wealth. If that wealth were shared 
evenly across the globe, couldn’t we solve the problem of global poverty 
overnight? In this video, Professor Matt Zwolinski of the University of San 
Diego explores how best to end poverty for good. 


"World Poverty: Can We End Poverty 
Overnight?" by the Institute for Humane 
Studies 


Description 

Americans make up around four percent of the world population and yet 
they control over 25% of the world’s wealth. If that wealth were shared 
evenly across the globe, couldn’t we solve the problem of global poverty 
overnight? In this video, Professor Matt Zwolinski of the University of San 
Diego explores how best to end poverty for good. 


Watch on YouTube 


Five Inequality Myths 

Many people are concermed with growing income inequality, but according 
to Professor Antony Davies of Duquesne University, there are a lot of 
misconceptions about inequality. In this lecture, Professor Davies explores 
five common myths about inequality, covering topics like profit, types of 
equality, and the standard of living. 

https://www. youtube.com/embed/Jtxuy-GJwCo 


"5 Inequality Myths" by the Institute for 
Humane Studies 


Description 

Many people are concerned with growing income inequality, but according 
to Professor Antony Davies of Duquesne University, there are a lot of 
misconceptions about inequality. In this lecture, Professor Davies explores 
five common myths about inequality, covering topics like profit, types of 
equality, and the standard of living. 


Watch on YouTube 
https://www. youtube.com/watch?v=Jtxuy-GJwCo 


Is There Too Much Inequality in America?: A Debate 

The question of income inequality has become a key issue in contemporary 
politics. What caused the distribution of wealth in America to become so 
lopsided in favor of the 1%? What are the best ways to even the playing 
field? How can society best help its poorest? Does inequality even matter? 
The Institute for Humane Studies asked two professors-- Professor Steve 
Horwitz, economist at St. Lawrence University, and Professor Jeffrey 
Reiman, philosopher at American University- to answer questions about 
wealth, fairness, inequality in the United States. This is their debate. 
https://www. youtube.com/embed/p047te7AWzY 


"Debate: Is There Too Much Inequality in 
America?" by the Institute for Humane 
Studies 


Description 

The question of income inequality has become a key issue in contemporary 
politics. What caused the distribution of wealth in America to become so 
lopsided in favor of the 1%? What are the best ways to even the playing 
field? How can society best help its poorest? Does inequality even matter? 
The Institute for Humane Studies asked two professors-- Professor Steve 
Horwitz, economist at St. Lawrence University, and Professor Jeffrey 
Reiman, philosopher at American University- to answer questions about 
wealth, fairness, inequality in the United States. This is their debate. 


Watch on YouTube 
https://www. youtube.com/watch?v=p047te7 AWzY 


Is the Free Market an Effective Poverty-Fighting Program? 

Dr. Paul F. Cwik of Mount Olive College and Dr. Snehal Shingavi of 
University of Texas Austin debate how effective the free market is at 
eliminating poverty. 
https://www.youtube.com/embed/xu40U1Am4gM 


"Is the Free Market an Effective Poverty- 
Fighting Program?" by the Foundation 
Economics Education 


Description 

Dr. Paul F. Cwik of Mount Olive College and Dr. Snehal Shingavi of 
University of Texas Austin debate how effective the free market is at 
eliminating poverty. 


Equality: Whether and Why It Matters (Reading List) 

This reading list examines the different perspectives of philosophers such as 
Robert Nozick, G.A. Cohen, and Derek Parfit on income equality and 
encourages students to consider whether and why equality matters. 


Description 
This reading list examines the different perspectives of philosophers such as 


Robert Nozick, G.A. Cohen, and Friedrich A. Hayek on income equality 
and encourages students to consider whether and why equality matters. 


Reading List 


Introduction 


2002. 
¢ Chapter 10, "The Distribution of Income", pp. 161-176 
Milanovic, Brando. The Haves and the Have Nots, Basic Books, 2010. 


¢ “Inequality Among Citizens of the World”, pp. 149-164 


Freedom and Equality 


Hayek, Friedrich A. Law, Legislation, and Liberty, Volume 2: The Mirage of 


e Chapter 7, Section 1, pp. 149-182 


University Press, 1995. 


e “Self-Ownership, World-Ownership, and Equality”, pp. 67-91 


23. 


Equality and Status 


Elizabeth Anderson and David Schmidtz on Equality. Performance by 
Elizabeth Anderson, and David Schmidtz. 


Does Equality Really Matter? 


43. 


Host an Event on Your Campus 


This reading list was used as the basis of an Exploring Liberty Discussion 
Colloquium hosted by the Institute for Humane Studies. Discussion 
colloquia are invite-only, Socratic seminar-style events hosted by a 
professor on their campus to discuss classical liberal ideas. Professors invite 
up to eighteen exemplary undergraduate students to participate in a day of 
energetic exploration and debate centered on a particular theme. 


" “This is a great opportunity to spend time with students beyond the 
classroom, without grades and evaluation hanging over people’s heads, 
and explore Big Ideas in a relaxed-but-rigorous environment.” - IHS 
Faculty Partner" 


If you are interested in hosting an event on your campus, we invite you to 
submit a proposal or contact us at oncampusprograms@ThelIHS.org. 


The Conquest of Poverty by Henry Hazlitt 
In this book, Henry Hazlitt explores the causes of poverty and the most 
effective ways to overcome it. 


Get the Book 


¢ Hazlitt - The Conquest of Poverty (mobi) 


Review by Jeffrey Tucker 
“What about the poor?” 


An interviewer just asked me the question following my usual call for 
markets in everything. It’s probably the 100th time this has happened. The 
question amazes me, because the implication behind it implies that markets 
serve primarily the rich. 


It’s hard to imagine a more profound confusion. The default state of the 
world is grueling poverty, universal insecurity, and short lives. When 
governments do come along, they nearly always serve themselves first. 


The most earth-shattering change in this persistent trend of all recorded 
history came with the advent of capitalism. For the first time in history, the 
productive resources of society turned from serving mainly the elites 
toward serving the common person. This change alone began to flip the 
power narrative of social evolution. 


And this revolution continued for some two-hundred years, during which 
time the average life span expanded dramatically, infant mortality 
collapsed, incomes rose, and the great project of universal ennoblement 
achieved an unprecedented boost. And this trend continues today wherever 
markets are given freedom to function, property rights are secure, and 
people can associate and trade without molestation by the elites. 


In short, capitalism made huge progress toward the conquest of poverty. 
This is the title of a great book by Henry Hazlitt, and the newest free epub 


release by the Foundation for Economic Education. It tells the story of 
wealth creation in modern times. It should be downloaded and read by 
anyone who cares about a society of flourishing lives. 


The common presumption that markets serve the rich and governments 
served the poor is belied by all evidence. Think only of the early years of 
“progressive” reform of government during which time the administrative 
state came into its full glory, between 1900 and 1920 in the United States. 
The power of the state was used to exclude, segregate, sterilize, and even 
quietly exterminate the weakest among the population while bolstering the 
power of in-groups and the establishment. Eugenics, a prevailing ideology 
in these years, required government to realize its aims. So many policies in 
those years answered the question “what about the poor?” in the following 
way: we will wipe them out. 


In the second half of the century, the excuse for massive welfare, regulatory, 
and tax policies changed. We were now told that all of this would be good 
for the poor. This has not been the case. The more government tries to 
“help,” the more the poor are denied choice, mired in dependency, exploited 
by bureaucrats and politicians. You only need visit a courtroom in any 
major city in the US to discover that government is the leading threat and 
most dangerous menace to the just aspirations of the poor. 


So, yes, we need a war on poverty. Only markets can wage it successfully. 


Introduction to Income Inequality 
Professor Sean Mulholland of Stonehill College introduces the Does 
Inequality Matter?: Exploring Poverty and Finding a Way Out mini-course. 


Welcome to Does Inequality Matter: Exploring Poverty and 
Finding a Way Out 


Have you ever been concerned with income inequality? If so, this is the 
place for you. We've curated a list of fantastic videos from many 
perspectives to help you think about income inequality in a new way. Here's 
how it works: 


1. Watch the introductory videos featuring Professor Sean Mullholland of 
Stonehill College. 

2. Watch the supplementary videos linked below. 

3. Answer multiple choice questions at the end of each section. 

4. Consider what you've learned. Does inequality matter? What are the 
most effective ways to alleviate inequality? 


https://www.youtube.com/embed/ybB41r80rvE 


"Introduction to Income Inequality" by 
the Institute for Humane Studies 


Supplementary Videos 


1. How wealth inequality is dangerous for America: When people talk 
about inequality, they're often concerned with income inequality. This 
video argues why we should be concerned about income inequality and 
why we should be even more concerned by wealth inequality. 

2. What Wasn't Said in "Wealth Inequality In America": Professor Steve 
Horwitz of St. LLawrence University argues that discussions of 
income inequality miss a central point: Are the poor in our society able 
to lift themselves out of poverty? 


Exercise: 


Problem: Which of the following statements is true? 


a. The rate of return on wealth is lower than the growth rate of the 
overall economy. 

b. The top 1% of Americans takes home 40% of national income. 

c. Income inequality is at its highest rate since the Great Depression. 

d. The top 1% of Americans holds 20% of the national wealth. 


Solution: 


c. Income inequality is at its highest rate since the Great Depression. 
Exercise: 


Problem: 


A key factor that some graphs of income inequality miss is income 
mobility over time. Why is this factor important? 


a. Income levels cannot be accurately measured at one time. 

b. Income levels are dynamic and can shift greatly from one 
generation to the next. 

c. It isn't. Income mobility does not change interpretation of any 
data. 

d. Income levels fluctuate rapidly from one year to the next. 


Solution: 


b. Income levels are dynamic and can shift greatly from one generation 
to the next. 


Thinking of Income Mobility 

Professor Sean Mulholland explains that we should not just look at levels of 
income inequality from year to year and that we should also examine 
income mobility. 

https://www.youtube.com/embed/GZ0vxSEkuyM 


Fuzzy Snapshots 

According to Professor Sean Mulholland of Stonehill College, statistics 
about income inequality provides only a fuzzy snapshot of the economy. In 
order get a full snapshot, Mulholland says, we also need to examine income 
mobility. 

https://www. youtube.com/embed/d32in2SuQIlw 


"Mobility Intro" by the Institute for 
Humane Studies 


Description 

According to Professor Sean Mulholland of Stonehill College, statistics 
about income inequality provides only a fuzzy snapshot of the economy. In 
order get a full snapshot, Mulholland says, we also need to examine income 
mobility. 


Supplementary Videos 


1. Is there Income Mobility in America?: Are the rich getting richer while 
the poor get poorer? Professor Sean Mulholland uses several statistical 
measures and finds that this common perception may not be accurate. 
A surface-level examination of statistics may indicate that the poor are 
getting poorer, but a more thorough study shows that there is more 
income mobility in the United States than many might think. 


Exercise: 
Problem: 


From 1967 to 2009, the share of total income for the poorest 
Americans decreased. However, 


a. the share of total income was measured incorrectly in 1967. 
b. the actual amount of income increased. 

c. social programs made wealth unnecessary. 

d. the share of income for the wealthiest Americans also fell. 


Solution: 


b. the actual amount of income increased. 


Does It Matter? 

According to Professor Sean Mulholland of Stonehill College, some 
economists are concerned by rising inequality, while others are not. 
Professor Mulholland introduces these differences in opinion. 
https://www. youtube.com/embed/mC9kwSLRyFo 


"Inequality Problem Into" by the Institute for 
Humane Studies 


Description 

According to Professor Sean Mulholland of Stonehill College, some 
economists are concerned by rising inequality, while others are not. 
Professor Mulholland introduces these differences in opinion. 


Supplementary Videos 


1. Daron Acemoglu on Why Nations Fail: Professor Daron Acemoglu of 
MIT argues that institutions that promote equality are crucial to 
prosperity. 

2. Does U.S. Economic Inequality Have a Good Side?: Professor Richard 
Epstein of New York University argues that wealth inequality acts as a 
driving force for innovation. 


Exercise: 


Problem: Extractive institutions 


a. are designed by the elite to take resources away from the general 
population. 

b. remove the influence of special interest groups from politics. 

c. redistribute wealth to the less wealthy. 

d. limit private property rights. 


Solution: 


a. are designed by the elite to take resources away from the general 
population. 


Exercise: 


Problem: According to Professor Epstein, higher marginal tax rates 


a. increase production and decrease wealth distribution. 
b. decrease production and have little effect on wealth distribution. 
c. have little effect on production and increase wealth distribution. 
d. decrease production and increase wealth distribution. 


Solution: 


b. decrease production and have little effect on wealth distribution. 


Does It Matter? - More Thoughts 

Professor Sean Mulholland of Stonehill College discusses whether and 
when he is concerned by economic inequality 
https://www.youtube.com/embed/Nu77dAP3ww8 


"Inequality Problem Conclusion" by the 
Institute for Humane Studies 


Description 
Professor Sean Mulholland of Stonehill College discusses whether and 
when he is concerned by economic inequality 


Supplementary Videos 


1. Living in Poverty USA: This video describes what life at the poverty 
line looks like. 

2. Suburb in Wealthy Illinois County Sees Unexpected Rise in Poverty: A 
suburban neighborhood of one of the nation's wealthiest counties has 
experienced a surprising rise in the number of people living below the 
poverty line -- a trend that accelerated in suburbs across the country 


during the recession. Elizabeth Brackett of WIT'TW Chicago reports. 


Exercise: 


Problem: 
Which of these would be unhelpful in ending poverty in the long run? 


a. Job training 

b. Free childcare 
c. College Grants 
d. Subsidies 


Solution: 


d. Subsidies 
Exercise: 


Problem: 


Which of the following statements is true about funding for welfare 
programs? 


a. Government funding goes disproportionately to urban areas. 

b. Funding as dramatically reduced the number of people living 
below the poverty line in the wake of the 2008 financial crisis. 

c. Welfare recipients typically rely on local funding more than 
federal funding. 

d. Federal funding has proven more effective than state or local 
funding. 


Solution: 


a. Government funding goes disproportionately to urban areas. 


We Can Help 
https://www. youtube.com/embed/PIXNX4RIDYE 


"Poverty Conclusion" by the Institute for 
Humane Studies 


Designing Policies 

Professor Sean Mullholland introduces a few public policies that could help 
alleviate poverty. 

https://www. youtube.com/embed/Y PGwtkPIDnc 


"Policies Intro" by the Institute for Humane 
Studies 


Description 
Professor Sean Mullholland introduces a few public policies that could help 
alleviate poverty. 


Supplementary Videos 


Professor Matt Zwolinski of the University of San Diego discusses 
why foreign aid often fails to help poor people and proposes a better 
solution. 

you that the government is keeping people poor in our welfare system 
by paying less when they work more? Professor Mulholland argues 
that this is happening every day. Well-intentioned welfare programs 
drastically decrease benefits at certain income thresholds—which in 
effect can make a breadwinner and his/her family worse off when they 
start earning more. 

3. Racial Inequality in the Criminal Justice System: Minorities are 
grossly overrepresented in U.S. prisons, and Professor Daniel D'Amico 
argues that the root of the problem may lie with the criminal justice 
system itself. 

4. What You Should Know About School Choice: Professor Angela Dills 
of Providence College explains how school choice would benefit low 
income and minority students. 


Exercise: 


Problem: 


Why is giving directly to the poor more effective than top-down 
foreign aid systems? 


a. Private charities giving directly to the poor are able to raise far 
more money. 

b. Governments and NGOs often lack the local knowledge needed to 
provide aid effectively. 

c. Voters are extremely hostile towards foreign aid programs. 

d. Trick question! Foreign aid has been extremely effective at 
reducing poverty. 


Solution: 


b. Governments and NGOs often lack the local knowledge needed to 
provide aid effectively. 


Exercise: 
Problem: Perverse incentives created by a sudden cutoff of benefits 


a. offer rewards for working more. 
b. make finding work more difficult. 
c. offer rewards for working less. 

d. compete with corporations. 


Solution: 
c. offer rewards for working less. 
Exercise: 
Problem: Why are minorities over represented in US prisons? 


a. Minorities are inherently more violent. 


b. Overt racism in the writing of anti-drug laws. 

c. Police officers are incentivized to arrest minorities. 

d. People with different levels of wealth face different costs and 
benefits to participating in the drug trade. 


Solution: 


d. People with different levels of wealth face different costs and 
benefits to participating in the drug trade. 


Exercise: 
Problem: Which of the following is NOT true about school choice? 
a. It raises the quality of schooling. 
b. It lowers the cost of schooling. 
c. Parents of students enrolled in a school choice system are more 


satisfied with the safety of their children in school. 
d. It disproportionately helps high-income students. 


Solution: 


d. It disproportionately helps high-income students. 


Conclusion 

Professor Sean Mullholland of Stonehill College explains which public 
policies he believes would best help alleviate income inequality. 
https://www. youtube.com/embed/OGcJCKXMsEg 


"Policies Conclusion" by the Institute for 
Humane Studies 


Description 
Professor Sean Mullholland of Stonehill College explains which public 
policies he believes would best help alleviate income inequality. 


What Do Prices "Know" That You Don't? 

According to Professor Michael Munger of Duke University, prices are akin 
to magic. In this video, Professor Munger explains how prices convert 
countless pieces of dispersed, complex information into a single signal that 
conveys to sellers what they should do to best benefit society. 


"What Do Prices 'Know' That You Don't?" 
by the Institute for Humane Studies 


Description 

According to Professor Michael Munger of Duke University, prices are akin 
to magic. In this video, Professor Munger explains how prices convert 
countless pieces of dispersed, complex information into a single signal that 
conveys to sellers what they should do to best benefit society. 

Exercise: 


Problem: In a free market economy, prices are the best substitute for 


a. altruism. 

b. the fair value of the product in question. 
c. technical skill. 

d. perfect information. 


Solution: 


d. perfect information. 


Coordination Through Prices 

The challenge of achieving good use of our resources is the challenge of 
making use of knowledge that exists only in dispersed form. In this video, 
Professor Dan Russell of the University of Arizona explains how prices 
help coordinate our individual plans to make it possible for networks of 
humans to know how to do things that are impossible for any individual 
human, or even any committee of humans to know how to do. 
https://www. youtube.com/embed/j_awx6F6z-U 


"Coordination Through Prices" by the 
Institute for Humane Studies 


Description 

The challenge of achieving good use of our resources is the challenge of 
making use of knowledge that exists only in dispersed form. In this video, 
Professor Dan Russell of the University of Arizona explains how prices 
help coordinate our individual plans to make it possible for networks of 
humans to know how to do things that are impossible for any individual 
human, or even any committee of humans to know how to do. 


Watch on YouTube 
https://www. youtube.com/watch?v=j_awx6F6z-U 


Everything Has its Price (And That's A Good Thing): Spontaneous Order 
and the Price System 

In this video, Professor Don Boudreaux of George Mason University 
explains how the price system is able to coordinate the behavior of billions 
buyers and suppliers in a great chain of global cooperation. 
https://www.youtube.com/embed/Bw-YhR-Zuds 


"Everything Has its Price (And That's A 
Good Thing)" by the Institute for Humane 
Studies 


Description 

In this video, Professor Don Boudreaux of George Mason University 
explains how the price system is able to coordinate the behavior of billions 
buyers and suppliers in a great chain of global cooperation. 


Watch on YouTube 
https://www. youtube.com/watch?v=Bw-YhR-Zuds 


The Laws of Supply & Demand: A Haiku 

In this video, Professor Art Carden of Samford University simplifies the 
laws of supply and demand into short haikus. 
https://www.youtube.com/embed/tXt_3H3e2bg 


"Haiku: The Laws of Supply & Demand" 
by the Institute for Humane Studies 


Description 
In this video, Professor Art Carden of Samford University simplifies the 
laws of supply and demand into short haikus. 


Watch on YouTube 
https://www. youtube.com/watch?v=tXt_3H3e2b¢ 


What If There Were No Prices?: A Railroad Thought Experiment 

What if there were no prices? How would you use available resources? In 
this video, Professor Howard Baetjer Jr. of Towson University leads you 
through a thought experiment to illustrate why market prices are essential to 
human well-being. Suppose you were the commissar of railroads in the old 
Soviet Union. Markets and prices have been banished. You want a railroad 
from City A to City B, but between the cities is a mountain range. You can 
build the railroad around the mountains and use more steel or through the 
mountain and use more engineering. Which should you choose? 
https://www.youtube.com/embed/zkPGfTEZ r4 


"What If There Were No Prices? Railroad 
Thought Experiment" by the Institute for 
Humane Studies 


Description 

What if there were no prices? How would you use available resources? In 
this video, Professor Howard Baetjer Jr. of Towson University leads you 
through a thought experiment to illustrate why market prices are essential to 
human well-being. Suppose you were the commissar of railroads in the old 
Soviet Union. Markets and prices have been banished. You want a railroad 
from City A to City B, but between the cities is a mountain range. You can 
build the railroad around the mountains and use more steel or through the 
mountain and use more engineering. Which should you choose? 


Watch on YouTube 
https://www. youtube.com/watch?v=zkPGfTEZ r4 


Capitalism and Political Economy: Prices, Just Prices, and Opportunity 
Cost 

In this lecture, Professor Michael Munger of Duke University discusses the 
relationship between prices and opportunity costs. 


Lecture 


https://www. youtube.com/embed/95FtklyvEvA 


"Opportunity Cost, Price, & What Stuff is 

'Worth'" reproduced with permission from 

instructor Professor Michael Munger and 
producer Shaun King 


Watch on YouTube 
https://youtu.be/95FtklyvFvA 


Lecture Overview 


1. Division of labor is the central concept in all of understanding social 
institutions. States and markets focus division of labor in different 
ways, and both are necessary. 

2. Both markets and states fail when they encourage rent-seeking. 

3. Opportunity cost: The cost of doing something is the cost of NOT 
doing other things. Example: the concert tickets 

4. Price: When markets work well (and they don't always) price 
approximates opportunity cost. That is important because it gives 
people all over the world accurate signals about how OTHER people 
value resources. 

5. Video: Al Trewis and Moe Cashferme decide whether to grow corn or 
Soy. 

6. Sock City: Datang, China makes most of the socks in the world, 
because of division of labor and the price system. Very efficient, but 


harmful to the workers who used to make socks, but now lost their 
jobs. 

7. The whole world is constantly "losing" jobs to productivity increases. 
Great benefit to consumers. 

8. An extended example: Recycling. Recycling is expensive. Price 
system alone would say recycling is a bad idea. But prices here do 
NOT approximate opportunity cost. May be room for effective state 
action. 


Readings 


e Locke, John. “Venditio.” 
e Hayek, FA “The Use of Knowledge in Society,” AER 
e Aquinas, T. Summa Theologica, Questions 75-78 


Additional Resources 
Videos 


e “What Do Prices Know That You Don’t?” 
e “Is Price Gouging Immoral?” 


I, Pencil by Leonard E. Read 

In "I, Pencil," Leonard E. Read beautifully illustrates the marvelous 
interconnectivity of the marketplace in this classic essay told from the 
viewpoint of a common pencil—an item nearly everyone uses, but no single 
person can make alone. 


Get the Book 


I, Pencil (MOBI) 
I, Pencil (ePub) 
e J, Pencil (MP3) 
1,2 
I,P 


I, Pencil (PDF) 
I, Pencil (Buy_a hard copy), 


About the Book 


In "I, Pencil," Leonard E. Read beautifully illustrates the marvelous 
interconnectivity of the marketplace in this classic essay told from the 
viewpoint of a common pencil—an item nearly everyone uses, but no single 
person can make alone. 


Profit, Loss, and Discovery: A Lecture 

In this lecture, Professor Howie Baetjer of Towson University explains how 
the market process generates improvements in the human condition, 
highlighting how profit and loss serve to help people channel their activities 
in creative and socially useful directions. 
https://www.youtube.com/embed/TxMem2rkBiM 


"Profit, Loss, and Discovery" by the 
Institute for Humane Studies 


Description 

In this lecture, Professor Howie Baetjer of Towson University explains how 
the market process generates improvements in the human condition, 
highlighting how profit and loss serve to help people channel their activities 
in creative and socially useful directions. 


Watch on YouTube 
https://www. youtube.com/watch?v=TxMem2rkBiM 


Public Choice Theory: Why Government Often Fails 

Governments don’t work the way most people think they do. In this lecture, 
Professor Antony Davies of Duquesne University explains public choice 
theory, a branch of economics that explores how voters, politicians, and 
bureaucrats actually make decisions. 

https://www. youtube.com/embed/xxmXeLEcs9s 


"Public Choice Theory: Why Government 
Often Fails" by the Institute for Humane 
Studies 


Description 

Governments don’t work the way most people think they do. In this lecture, 
Professor Antony Davies of Duquesne University explains public choice 
theory, a branch of economics that explores how voters, politicians, and 
bureaucrats actually make decisions. 


Watch on YouTube 
https://www. youtube.com/watch?v=xxmXeLEcs9s 


Discussion Question 


Exercise: 


Problem: Businesses and governments treat us differently 


A. Due to bad decisions 

B. Due to greed 

C. Due to incompetence 

D. Due to differing incentives 


Solution: 


D. Due to differing incentives 


Public Choice: Why Politicians Don't Cut Spending 

Why do politicians never seem to cut government spending? Using public 
choice economics, Professor Ben Powell of Suffolk University explains 
why it's difficult to cut policies with concentrated benefits and dispersed 
costs. 

https://www.youtube.com/embed/6uR4|lqa7IK4 


"Public Choice: Why Politicians Don't 
Cut Spending" by the Institute for 
Humane Studies 


Description 

Why do politicians never seem to cut government spending? Using public 
choice economics, Professor Ben Powell of Suffolk University explains 
why it's difficult to cut policies with concentrated benefits and dispersed 
costs. 


Watch on YouTube 
https://www. youtube.com/watch?v=6uR4|ga7IK4 


Discussion Questions 


How does the political system naturally leads to overspending? Where does 
this money go? Could it be put to better use, or should spending just be cut? 


Public Choice Economics with Ivan Pongracic 

Professor Ivan Pongracic of Hillsdale College lectures on public choice 
economics during the Foundation for Economic Education;s 2011 Summer 
Seminar on Austrian Economics. 

https://www. youtube.com/embed/bXIH9Uzs3iA 


"Public Choice Economics with Ivan 
Pongracic" by the Institute for Humane 
Studies 


Description 

Professor Ivan Pongracic of Hillsdale College lectures on public choice 
economics during the Foundation for Economic Education;s 2011 Summer 
Seminar on Austrian Economics. 


The Great American Taxing Game 

If you were a government official trying to raise revenue, who would you 
tax? Pick whether to tax cigarettes, luxury goods, or oil and gas in this 
interactive game and Professor Art Carden of Samford University will 
explain how the market will react. 

https://www. youtube.com/embed/qHr-muibTGQ 


"The Interactive Great American Taxing 
Game: Intro" by the Institute for Humane 
Studies 


Description 

If you were a government official trying to raise revenue, who would you 
tax? Pick whether to tax cigarettes, luxury goods, or oil and gas in this 
interactive game and Professor Art Carden of Samford University will 
explain how the market will react. 


Play the Game on YouTube 
https://www. youtube.com/watch?v=gHr-muibTGQ 


Some Economic Definitions 

According to Ninos Malek of De Anza College, economics is the study of 
making choices and the fundamental ideas of economics can be applied in 
lots of different areas of life. In this video, he defines some of the important 
economic concepts that can be applied to the dating world. 
https://www.youtube.com/embed/vTFtyTP1E08 


"Some Economic Definitions" by the 
Institute for Humane Studies 


Description 

According to Professor Ninos Malek, economics is the study of making 
choices and the fundamental ideas of economics can be applied in lots of 
different areas of life. In this video, he defines some of the important 
economic concepts that can be applied to the dating world. 

Exercise: 


Problem: What does economics study? 


a. Business and money. 

b. Prices, profits, and losses. 
c. Making choices. 

d. The stock market. 


Solution: 


c. Making choices. 


Should You Go Out This Friday Night? 

Professor Ninos Malek explains how opportunity cost and short run vs. long 
run decision making help us decide whether or not to go out on a Friday 
night. 

https://www. youtube.com/embed/faZTBT67ArA 


"Should You Go Out This Friday Night?" 
by the Institute for Humane Studies 


Description 

Professor Ninos Malek explains how opportunity cost and short run vs. long 
run decision making help us decide whether or not to go out on a Friday 
night. 

Exercise: 


Problem: 


According to Henry Hazlitt, what should you consider when deciding 
whether or not to go out? 


a. The short term costs. 

b. The long term benefits. 

c. The long term costs and benefits. 

d. The short and long term costs and benefits. 


Solution: 


d. The short and long term costs and benefits. 


How To Navigate the Dance Floor 

Professor Ninos Malek uses the example of a night out at a club to explain 
how marginal benefits and marginal costs can help people make decisions 
when presented with multiple options. 


"How To Navigate the Dance Floor" by 
the Institute for Humane Studies 


Description 

Professor Ninos Malek uses the example of a night out at a club to explain 
how marginal benefits and marginal costs can help people make decisions 
when presented with multiple options. 

Exercise: 


Problem: 
The best time to choose when presented with multiple options is 


a. when opportunity costs are equal to marginal costs. 
b. when marginal costs equal marginal benefits. 

c. when marginal costs are less than marginal benefits. 
d. when your partner appears to be choosing you. 


Solution: 


b. when marginal costs equal marginal benefits. 


If You're Going to Vegas, Be a Woman 

Why do clubs in Vegas charge men a cover charge, but allow women in for 
free? Professor Ninos Malek says it's because of elasticity of demand. 
https://www. youtube.com/embed/stKEE2nIsNk 


"If You're Going to Vegas, Be a Woman" 
by the Institute for Humane Studies 


Description 

Why do clubs in Vegas charge men a cover charge, but allow women in for 
free? Professor Ninos Malek says it's because of elasticity of demand. 
Exercise: 


Problem: At a Vegas nightclub, whose demand is more inelastic? 


a. The female club goers 
b. The male club goers 
c. The club owner 

d. The bouncers 


Solution: 


b. The male club goers 


Why Do People Date? 
Professor Ninos Malek explains the costs and benefits of dating. 
https://www.youtube.com/embed/K_6zriCtTuE 


"Why Do People Date?" by the Institute 
for Humane Studies 


Exercise: 


Problem: 


In economic terms, for someone looking to get married dating is a 
process of 


a. marginal thinking. 

b. creative destruction. 

c. finding companionship. 
d. information acquisition. 


Solution: 


d. information acquisition. 


Using Marginal Thinking to Make Dating Decisions 

Professor Ninos Malek explains how marginal thinking can help us make 
important decisions. 

https://www. youtube.com/embed/cDCA4slbjtzk 


"Using Marginal Thinking to Make 
Dating Decisions" by the Institute for 
Humane 


Description 

Professor Ninos Malek explains how marginal thinking can help us make 
important decisions. 

Exercise: 


Problem: 


According to Professor Malek, when is the right time to decide when 
to propose? 


a. When the marginal benefit of getting married is equal to the 
marginal cost of continuing to date. 

b. When the marginal benefit of getting married is higher than the 
marginal cost of continuing to date. 

c. When the opportunity cost of dating someone becomes zero. 

d. When you find your soulmate. 


Solution: 


a. When the marginal benefit of getting married is equal to the 
marginal cost of continuing to date. 


When to Break Up 

Professor Ninos Malek explains how to avoid the sunk cost fallacy in the 
dating world. 

https://www. youtube.com/embed/ELNHwPv0eL4 


"When to Break Up" by the Institute for 
Humane Studies 


Description 

Professor Ninos Malek explains how to avoid the sunk cost fallacy in the 
dating world. 

Exercise: 


Problem: 
When a couple has dated for several years, and they stay together or 


get engaged in order to “not make the last few years a waste” they are 
buying into the 


a. confirmation bias fallacy. 
b. sunk cost fallacy. 

c. base rate fallacy. 

d. fallacy of composition. 


Solution: 


b. sunk cost fallacy. 


When to Ask Someone Out 
Professor Ninos Malek explains how opportunity cost can help you 
understand how interested someone is in dating you. 


"When to Ask Someone Out" by the 
Institute for Humane Studies 


Description 

Professor Ninos Malek explains how opportunity cost can help you 
understand how interested someone is in dating you. 

Exercise: 


Problem: 


Why would someone be more willing to go out on a date on a Tuesday 
night than a Saturday night? 


a. The marginal benefit of going out on a Saturday is lower. 
b. The marginal cost of going out on a Tuesday is higher. 

c. The opportunity cost of going out on a Saturday is higher. 
d. The opportunity cost of going out on a Saturday is lower. 


Solution: 


c. The opportunity cost of going out on a Saturday is higher. 


When Safe Sex Isn't So Safe 

Professor Ninos Malek explains how examining opportunity costs and 
incentives can help us find better ways to prevent unwanted pregnancies. 
https://www. youtube.com/embed/LxtCSeCSmyU 


"When Safe Sex Isn't So Safe" by the 
Institute for Humane Studies 


Description 

Professor Ninos Malek explains how examining opportunity costs and 
incentives can help us find better ways to prevent unwanted pregnancies. 
Exercise: 


Problem: 


What would a good economist warn school administrators to be wary 
of when deciding on a policy to combat teen pregnancy? 


a. The knowledge problem 
b. Elasticity of demand 

c. Unintended consequences 
d. Opportunity costs 


Solution: 


c. Unintended consequences 


Be a Scarce Commodity 
Professor Ninos Malek uses economics to explain why colleges with more 
women than man have higher rates of hook ups. 


"Be a Scarce Commodity" by the Institute 
for Humane Studies 


Description 

Professor Ninos Malek uses economics to explain why colleges with more 
women than man have higher rates of hook ups. 

Exercise: 


Problem: 


At a university with a higher female to male ratio, who has more 
bargaining power when it comes to dating? 


a. Male students 
b. Female students 
c. Trick question! They have equal bargaining power. 


Solution: 


a. Male students 


My Love Does Cost a Thing 

Professor Ninos Malek explains why everything costs something, even 
love. 

https://www. youtube.com/embed/4quP4¢r44ps 


"My Love Does Cost a Thing" by the 
Institute for Humane Studies 


Description 

Professor Ninos Malek explains why everything costs something, even 
love. 

Exercise: 


Problem: 
Love does cost a thing, because even when two people love each other, 


they are spending time that could be used in other ways to see each 
other. The time given up to spend with the person you love is known as 


a. Opportunity cost. 
b. marginal cost. 

c. marginal benefit. 
d. sunk cost. 


Solution: 


a. Opportunity cost. 


Beauty Is in the Eye of the Beholder 

Professor Ninos Malek explains the role subjective value plays in the dating 
world. 

https://www. youtube.com/embed/KVkMfi5AOeA 


"Beauty Is in the Eye of the Beholder" by 
the Institute for Humane Studies 


Description 

Professor Ninos Malek explains the role subjective value plays in the dating 
world. 

Exercise: 


Problem: Just as in economics, in love and dating, value is 
a. Marginal. 
b. objective. 
c. subjective. 
d. fluctuating. 


Solution: 


c. subjective. 


Conclusion 

Professor Ninos Malek wraps up The Economics of Love and Dating with 
recommended readings. 
https://www.youtube.com/embed/dnUY50xQoZs 


"Conclusion" by the Institute for Humane 
Studies 


Description 
Professor Ninos Malek wraps up The Economics of Love and Dating with 
recommended readings. 


Recommended Reading 


To learn more about the economics of the dating world, check out these 
articles and books recommended by Professor Malek: 


e Dollars and Sex: How Economics Influences Sex and Love by Marina 
Adshade 

e Everything_I Ever Needed to Know about Economics I Learned from 
Online Dating by Paul Oyer 

e It's Not You, It's the Dishes: How to Minimize Conflict and Maximize 
Happiness in Your Relationship (originally published as 
Spousonomics) by Paula Szuchman and Jenny Anderson 


analysis of love" by Ninos Malek 


Can You Sell Something For More Than It's Worth? 

Everyday, we encounter situations in which someone seems to be selling 
something for more than it's worth. But can you really sell something for 
more than it’s worth? In this video, Professor Dan Russell of the University 
of Arizona argues that customers won’t pay more for a good than it’s worth 
to them. 

https://www. youtube.com/embed/SKN57L0C91A 


"Can You Sell Something for More Than It’s 
Worth?" by the Institute for Humane Studies 


Description 

Everyday, we encounter situations in which someone seems to be selling 
something for more than it's worth. But can you really sell something for 
more than it’s worth? In this video, Professor Dan Russell of the University 
of Arizona argues that customers won’t pay more for a good than it’s worth 
to them. 


Watch on YouTube 
https://www. youtube.com/watch?v=SKN57LOC9I1A 


Subjective vs. Objective Value: The Economist and the Philosopher 
According to Professor Aeon Skoble of Bridgewater State University, the 
word “value” has very different meanings for economists and philosophers. 
Economists view value as subjective to reflect individual tastes and 
preferences. Philosophers, on the other hand, use the term objectively, to 
refer to concepts such as rights. In this video, Professor Skoble explains 
how these different conceptions actually compliment each other. 
https://www. youtube.com/embed/6PeRBsEyakU 


"Subjective vs. Objective Value: The 
Economist and the Philosopher" by the 
Institute for Humane Studies 


Description 

According to Professor Aeon Skoble of Bridgewater State University, the 
word “value” has very different meanings for economists and philosophers. 
Economists view value as subjective to reflect individual tastes and 
preferences. Philosophers, on the other hand, use the term objectively, to 
refer to concepts such as rights. Professor Skoble explains how these 
different conceptions actually compliment each other. 


Watch on YouTube 
https://www.youtube.com/watch?v=6PeRBsEyakU 


Introducing the Labor Theory 

In the 18th and 19th centuries, economists sought to explain what 
determines the price of a good or service by determining its objective value. 
In this video Professor Dan Russell of the University of Arizona discusses 
the labor theory of value, which said that the value of a good or service 
could be determined by the amount of work needed to produce it. 


"What is the Labor Theory of Value?" by the 
Institute for Humane Studies 


Description 

In the 18th and 19th centuries, economists sought to explain what 
determines the price of a good or service by determining its objective value. 
In this video Professor Dan Russell of the University of Arizona discusses 
the labor theory of value, which said that the value of a good or service 
could be determined by the amount of work needed to produce it. 


Watch on YouTube 


Why Do We Exchange Things? 

Why do we exchange things? In this video, Professor Michael Munger of 
Duke University explains that exchange helps correct mistakes in the 
allocation of resources and makes everyone involved happier. 
https://www.youtube.com/embed/W-qGYIRtCcM 


"Free Market Economics: Why Do We 
Exchange Things?" by the Institute for 
Humane Studies 


Description 

Why do we exchange things? In this video, Professor Michael Munger of 
Duke University explains that exchange helps correct mistakes in the 
allocation of resources and makes everyone involved happier. 

Exercise: 

Exercise 


Problem: 


In a world of scarce resources, each voluntary transaction will make 
the people involved 


a. disappointed. 

b. more concerned with finances. 
c. happier. 

d. greedier. 


Solution: 


c. happier. 


Specialization and Trade: Because We Can't Be Good At Everything 

Ever wonder why people don’t do everything for themselves? In this video, 
Professor Art Carden of Samford University explains how specialization 
and trade create wealth and make us all better off. 
https://www.youtube.com/embed/eQH7r_DI1CQ 


"Specialization and Trade: Because We 
Can't Be Good At Everything" by the 
Institute for Humane Studies 


Description 

Ever wonder why people don’t do everything for themselves? In this video, 
Professor Art Carden of Samford University explains how specialization 
and trade create wealth and make us all better off. 


Watch on YouTube 
https://www. youtube.com/watch?v=e0H7r_ DI1CQ 


Free Trade vs. Protectionism 

According to Prof. Don Boudreaux of George Mason University, free trade 
is nothing more than a system of trade that treats foreign goods and services 
no differently than domestic goods and services. In this video, Professor 
Boudreaux defines free trade and protectionism and provides real world 
examples of free trade. 


"Free Trade vs. Protectionism" by the 
Institute for Humane Studies 


Description 

According to Prof. Don Boudreaux of George Mason University, free trade 
is nothing more than a system of trade that treats foreign goods and services 
no differently than domestic goods and services. In this video, Professor 
Boudreaux defines free trade and protectionism and provides real world 
examples of free trade. 


Watch on YouTube 


Income Inequality and the Effects of Globalization 

Income inequality in America is a serious issue. People are worried about a 
widening gap between the rich and the poor in the United States. But is the 
global story the same? In this video, Professor Tyler Cowen of George 
Mason University explains how globalization is affecting income inequality 
worldwide. 


"Income Inequality and the Effects of 
Globalization" by the Institute for Humane 
Studies 


Description 

Income inequality in America is a serious issue. People are worried about a 
widening gap between the rich and the poor in the United States. But is the 
global story the same? In this video, Professor Tyler Cowen of George 
Mason University explains how globalization is affecting income inequality 
worldwide. 


Watch on YouTube 


Trade Policy in the Trump Era: A Debate 

Traditionally, American presidents have supported free trade--or at least 
less restricted trade. But the new administration has invoked tariffs and 
possible renegotiation of longstanding trade agreements. Academic 
economists are all but unanimous on the benefits of free trade, but a few 
dissenters say free traders live in a fantasy land, ignoring economic reality. 
In this debate, Dr. Michael Hudson of University of Missouri Kansas City 
and Peking University and Dr. Farhad Rassekh of the University of 
Hartford debate whether the US should pursue a policy of free trade or 
protectionism. 

https://www.youtube.com/embed/6Xwptd-Z7i4 


"Debate: Free Trade vs. Nationalism" by 
the Institute for Humane Studies 


Description 

Traditionally, American presidents have supported free trade--or at least 
less restricted trade. But the new administration has invoked tariffs and 
possible renegotiation of longstanding trade agreements. Academic 
economists are all but unanimous on the benefits of free trade, but a few 
dissenters say free traders live in a fantasy land, ignoring economic reality. 
In this debate, Dr. Michael Hudson of University of Missouri Kansas City 
and Peking University and Dr. Farhad Rassekh of the University of 
Hartford debate whether the US should pursue a policy of free trade or 
protectionism. 


Watch on YouTube 
https://www. youtube.com/watch?v=6Xwptd-Z7i4 


Foreigners Are Our Friends: Free Trade and Open Borders 

According to Professor Bryan Caplan of George Mason University, many 
people suffer from "anti-foreign bias", believing that countries should 
prioritize goods made within their own borders and limit immigration to 
preserve jobs for citizens. In this video, Professor Caplan explains how 
trade and immigration actually increase wealth for everyone. 
https://www. youtube.com/embed/uXMnAPGY 1uE 


"Foreigners Are Our Friends - Econ 
Chronicles" by the Institute for Humane 
Studies 


Description 

According to Professor Bryan Caplan of George Mason University, many 
people suffer from "anti-foreign bias", believing that countries should 
prioritize goods made within their own borders and limit immigration to 
preserve jobs for citizens. In this video, Professor Caplan explains how 
trade and immigration actually increase wealth for everyone. 


Watch on YouTube 
https://www. youtube.com/watch?v=uXMnAPGY 1uE 


Should We Restrict Immigration or Let the Free Market in Labor Work? 
Professors Benjamin Powell of Texas Tech University and Scott Beaulier of 
North Dakota State University. 

https://www. youtube.com/embed/DEyxs-m5vEY 


"Should We Restrict Immigration or Let the 
Free Market in Labor Work?" by the 
Foundation for Economic Education 


Description 
Professors Benjamin Powell of Texas Tech University and Scott Beaulier of 
North Dakota State University. 


